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Ottawa, Ontario, 
Wednesday, | 
January 20, 1960, 


---On commencing at 10:00 a.m. 

THE CHATRMANs All right, gentiemen, 
Mr, Frawley? 

MR, FRAWLEY: Yes, Mr, Chairman, 

MR, MACDOUGALL: Perhaps before Mr, Frawley 
starts I would just make a comment on a matter raised 
by Mr. Mann dealing with rape seed oil. Mr, McCoy 
has supplied me with a copy of an agreed charge C.P.C. 
No. 581, effective date February 18, 1959, providing 
for an agreed charge between Canadian National and 
Canadian Pacific and a number of American carriers. 

I do not think it is probably important that they be 
read out. The shipper is J. Gordon Ross Syndicate, 

THE CHAIRMAN: From Moose Jaw? 

MR, MACDOUGALL: Moose Jaw, that is right, 
sir. 

MR, FRAWLEY: Ottawa and Moose Jaw. 

MR. MACDOUGALL: It is described ed a body 
corporate with head office at Moose Jaw, Saskatchewan, 
on rape seed meal, oil and screenings, as specified, 
Saskatoon, Saskatchewan to points in the provimes of 
New Brunswick, Nova Scotia, Ontario and Quebec, 

Perhaps that is the information you were 
looking for, sir. 

THE CHAIRMAN: Thank you, 

MR. FRAWLEY: Now, Mr. Chairman, last 
evening on page 2311, just at the end of Mr. McCoy's 


cross-examination, I made what turned out to be regarded 
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by some people as a jocular remark, I said, offering 
a statement of rates to the witnes -- I said that I 
thought that no one else was going to be able to 
participate in the discussion of the statement, What 
I meant, obviously, was that unfortunately the 
statement has not been reproduced, I would like to 
continue that discussion this morning with Mr. McCoy, 
and I will have it typed by a public typist as soon 

as I can, today, if possible, and then I will offer 

it as an exhibit. | 

THE CHATRMAN: All right. Go ahead, Mr. 
Frawley. 

MR, FRAWLEY: The Commissioners will have 
to indulge with me for the moment. 

THE WITNESS MCCOY RESUMED: 

CROSS-EXAMINATION BY MR, FRAWLEY: 

Qe Mr, McCoy, on that statement -- now, 
there were two statements; we put them together and 
numbered them -- on the first page of that statement --- 

A. Well, Mr. Frawley, perhaps before you 
commence, I would like to say that we have only had 
an opportunity of giving this exhibit a very, very 
superficial check, We have not had an opportunity 
of checking the mileages -- I should say -- all the 
mileages or the rates, 

Ge" Ne. 

A. But we did notice two, what I would say, 
rather serious errors. 

Qe Yes? 


“K. If you will go to page 7, sir, you will 
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see reference to petroleum products from Wainwright, 
Mafeking, Flin Flon and Yates, as covered by 
agreed charge number 617. 

Qe I think it is page 8 in my numbering 
here. 

Ay There is another one on page 8, which 
I will speak to later on, 

Qe This one on page 8 from Winnipeg to 
Flin Flon --- 

As That agreed charge, sir, was cancelled 
by supplement 1 effective December 3, 1959, 

Qe Yes. And not replaced by anything? 

A. There are some other rates in. Just 
what they are -- I have not had an opportunity of 
checking them, 

Qe And this one from Winnipeg to Flin 
Flon was cancelled and not replaced by anything? 

A. No, so far as I know at the moment, 
That is subject to a check, of course, 

And just another one I will refer to here. 
You refer to rates on petroleum products from Calgary, 
Brandon, Winnipeg, and so on to various points. Our 
page numbering does not coincide with yours. You 
show agreed charge CTC, AC 761. 

Qe That is on page 10, according to 
my numbering, 

Ae Well, I guess may be I mis-numbered 
my pages. In any event, we show the minimum weight 
there, sir, as 20 to 40 thousand lbs. I don't see 


how that possibly could be. I don't know of any tank 
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cars in service which would necessitate our public 


agreed charge minimum rates of that. sort. 

In fact, the agreed charge in question is one 
applicable on traffic in tank cars only. And the 
minimum weight -- the average loading would probably 
be in the vicinity of 60 or 65 thousand lbs, 

Q. I am very glad to have your questioning 
items, and I will certainly confirm them before I 
offer it as an exhibit, or, if I do offer it as an 
exhibit. I trust I will have an explanation from 
the people who made up the statement, 

A. Yes, you can check it. 

Qe I will have the people who prepared this 
statement check it, 

‘Now, I think, Mr, McCoy, if you don't mind -- 
you were good enough to hurriedly number the pages -- 
would you mind just going over them again to see whether 
there is any questioning of the numbering on it? 

A. My numbering is out, sir, 

Qe if you would just finish that, and 
we will go on, 

Now, I am going to begin with the last page, 
page ll. | 

A. The incentive rate on commodities 
listed, Winnipeg to Regina? 

Qe No, the last page of this statement. 

A. Well, that is the last page I have 
here, 

Qe Page 11? 


A. I'm sorry, sir, that is the last page 
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I have here, Apparently I havn't got the same thing. 

MR, FRAWLEY: If the Board will excuse me 
for just a moment. 

THE WITNESS: There is something wrong, sir, 
I'm sorry. 

| MR, FRAWLEY: I can't imagine what it is. 
There are just seven copies. 

MR. FRAWLEY Q: If you look at page 11 of 
the statement, Mr. McCoy, and the last item is a rate 
on export grain from Port Arthur to Halifax. 

A. Yes,sir,. 

Qe And the rate -- the ton-mile rate -- 
the rate is 534 cents, fia Bueiton-mile rate, ton-mile 
revenue obtained from that rate rr 20323; in other 
words, about six-tenths of a cent and a little more 
per ton-mile? 

, A. That is correct according to the 
statement, and this again is without a check. 

Qo Yes, I agree. 

I call to your aprentrén that rate includes 
switching, unloading and top wharfage. 

A. Well, sir, I do not clearly understand 
what you mean by switching. The C.N.R. at Halifax 
switch the traffic. There is no outlay to the 
Harvester Board for switching at that point. We 
place the cars on the docks. 

Qe Well, again, Mr. McCoy, I am just 
going according to instructions, and my instructions 
are that it includes switching, unloading and top 


wharfage charges. 
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A. I would have to check the tariff on 


that, sir, before I could make any definite statement. 

Qo Well, perhaps this is more precise, 

I am instructed that they include, for the greater 
part, dock switching, unloading and top wharfages, 
Would you agree with that statement? 

A. As a general statement, yes, I would 
agree with that. 

Q. The only purpose of telling you that 
is that that would, of course, unquestionably reduce 
the revenue to the railway? | 

A. It would be part of the expense on 
handling the freight, yes, sir. 

Qe And it would fractionally reduce 
that by a little bit than six tenths of a cent per 
ton-mile? 

A. I think the confusion is there that 
we probably have in our tariffs a standard class 
which we applied generally to export traffic, 

Whether there would be a top wharfage to this or not, 
I do not know. There may be something special on 


grain that I have no specific knowledge of at the 


moment, 

Qe Even for the purpose of my question, 
if we left out those charges -- for the sake of my 
question, just leave it out -- you are getting from 


that export traffic some grain from Port Arthur to 
Halifax about six tenths of a cent per ton-mile? 
Ae Yes, sir, And, unfortunately, I 


can't compare that with your Crow's Nest grain scale 
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because it doesn't extend to 1,692 miles. Perhaps 
we could get a better comparison if we had our scale 
extended. 

Q. What do you mean? I don't follow 
that. | 

A. Well, the Crow's Nest grain scale, 
as far as I know, does not extend beyond 1,650 miles. 

Qe Oh,I see what you mean, I have not 
started to compare it yet, with the Crow's Nest grain 
scale. I simply put it to you that that traffic --- 

THE CHAIRMAN: That is the extension of 
taper, Mr. McCoy. 

That would be the extension of taper? 

THE WITNESS: I do not think there is any 
taper in the longer hauls under the Crow's Nest scale, 
In other words, they take a maximum figure of so much 
per ton-mile,. 

| -“PHE CHAIRMAN: It varies with distance? 

THE WITNESS: Oh, yes, surely. 

MR, FRAWLEY Q: Mr. McCoy, I have something 
handed to me through the courtesy of my friend, Mr «' 
Mauro, and I find that Tupper, which is in the Province 
of British Columbia, in the Peace River area, has 
a mileage of 1,702 miles, and there is a rate of 
37 cents, 

A. 1,702 miles? 

Qe Yes? 

A. Well, the maximum scale I have here, 
sir, is 1,650. 

Q. 1,650 is Wembley; 1,702 is Tupper; 
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1,704, Dawson Creek, 

I would think, now, getting back to your 
original objection, that we can compare your six 
tenths of a cent for export grain from Halifax 
to Port Arthur with the Crow's Nest scale? 

A. That is true, I have not got the 
Northern Alberta figrues here, 

Qe I suppose you will tell me that that 
rate is established to foster the Atlantic ports? 

A. Yes, sir, that rate was put in not 
only to foster the Atlantic ports, but it was put in 
in competition with rates by the United States ports. 

But, on the other hand, as you know, we 
are looking at the export rates on grain in the 
et, and this one would naturally be in the picture, 
As a matter of fact, sir, I do not know to what 
extent you intend to go through each individual rate, 
but all I can say is that if we take all the rates 
you would find low spot rates and high spot rates, 
but there would be probably more high ones than low 
ones, 

Qe. But, Mr. McCoy, don't misunderstand 
me, Lam not suggesting for a moment that you should 
look at that rate with a view to increasing it. 

A. I'm sorry. We have got to do it, 

Qs You have all the low rates to the 
Atlantic ports, and, in the national good, you should 
have, and that would be good railroading, too, as 
far as I am concerned. 


A. I have got to look at these rates. 
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Qe That is right. I ask you can you tell 
me the relationship of revenue to cost with respect 
to that rate of 534 from Port Arthur to Halifax which 
returns you .632 cents? 

A. No, sir. I have not got that 
particular one in as yet. It is in the mill. 

Q. It is in the mill? 

Ae In other words, we told you yesterday -- 
not necessarily to you, sir -- but we made a statement 
that the Canadian National as well as the Canadian 
Pacific are taking a look at these rates. 

Q. Would you also look at the last page, 
page 11? The heading there is "Barley, Corn, Oats, 
Rye, Wheat, Flour and Grain Products (ex-lake ) Export", 
from Port Colbourne to Halifax, for export, which 
returns you .655 cents, | 

Now, can you tell me the relationship of 
revenue to cost for that rate? | 

A. Ho's eir,. That is one that is being 
studied. As a matter of fact, Mr. Frawley, it is 
my recollection that rate is one that flows from the 
Board's decision, and while I must stress that I have 
‘not had a chance to check the tariff in detail, my 
understanding is that rate is based upon a complaint 
of the Interior Millers Association of Ontario. They 
complained to the Board some years ago that they are 
at a disadvantage with mills located at the lake ports, 
with the result the Board issued what I always 
considered a rather unique order, They asked us to 


add a transit charge into the rate on grain milled at 
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the ports. However, I would have to check that in 
detail. 

Qe Don't misunderstand me, again, Mr. 
McCoy. As far as I am concerned, you are under the 
same compulsion to haul at these rates to Halifax 
as you are to haul grain to western Canada at the 
1899 rates? 

A. These rates have changed. There is 
not the same compulsion. 

Q. But there is the same sort of 
compulsion that makes you put them down to that low 
figure? 

Ae Well, as I said before, they are not 
static. They are not fixed. We can adjust them, 

Qe Sure. 

A. As we adjust our general rate level. 

Qe There is another rate on page 11 -- 
a rate on Common Salt for export from Goderich to 
Halifax, which returns you ,823 cents per ton-mile. 

Can you tell me the pe latimaastdo of cost 
to revenue there? 

A. No, sir, I cannot. But I do notice 
that that is .4 cents a ton-mile higher than the 
Crow grain level. 

Q. There is a rate on page 8 of Fume, 
Zine from Tadanac, British Columbia, to Montreal of 
$1.24, which returns .971 cents. 

Have you any idea of the relationship of 
cost to revenue there? | 


A. No, sir. That is a Canadian Pacific 
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proposition entirely. 

THE CHAIRMAN: Mr. McCoy, is there much 
movement on the rates? 

THE WITNESS : I do not know, sir. We 
get fluctuating reports. I have not checked the 
tonnage statements, but, as you have probably read 
in the press, it is contended that the Canadian 
Millers are having a rather serious time in keeping 
their overseas markets, but whether or not there is 
a lot of movement today, I do not know, 

COMMISSIONER MANN: In relation to what 
the Chairman has mentioned, is there any movement of 
salt for export from Goderich to Halifax? 

THE WITNESS: I do not think there is any 
movement -- at least, none that I know of at the 
moment, In fact, the salt market is rather a highly 
competitive one; and, in addition to that, I would 
rather think the movement would be from Pugwash, 
Nova Scotia to Halifax. There may be some rates 
in the tariff that are not alive. They may be dead 
rates, 

MR. FRAWLEY: Mr. McCoy, still on page 11, 
there is a rate AusE "Plate, Iron or Steel, Terne, 
or tin, black (export), from Hamilton to Halifax of 
45 cents per ton-mile. 

A. That is as shown in the statement here, 


yes, sir, 


(Page 3230 follows) 
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Q. Can you tell me the relationship of 
revenue to costs there? 

A. No,) sir» 

Q. Will you turn to page 5, please. At the 
top of page 5 bgt is a rate on agricultural implements 
from Hamilton to Edmonton of $4.12, and that returns you 
on a tommile basis 4.041cents ng ton mile. Can you 
tell me the relationship of revenue to cost on that rate? 

A. No, but I think you will recall that the 
level on agricultural implements from eastern to western 
Canada was passed upon by the Transport Board some few 
years ago. 

Q, There is no question about it at all being 
a legal rate. 

A. I want the, entire picture on the record. 

Q. That is exactly what you have a right to 
have «i 

Now, will you turn to page 3 and look at the 
rate on coal from Montreal to Toronto of $2.80 per ton, 
which returns you a ton mile rate of .836 cents. 

MR. SINCLAIR: Where is the point? It is 
difficult to hear you. Coal from --- ? 

MR. FRAWLEY: Q. Coal from Montreal to 
Toronto, and it returns you .836 cents; can you tell me 
the relationship of cost to revenue there? 

A. Frankly, Mr. Frawley, I Bont know whether 
or not we took our costs. on that, but I do know the rate 
was put in to meet water competitions and whether or not 
there is any participation or any excessive participation 


in the summer months, I doubt it. 
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TORONTO, ONTARIO McCoy, cr-ex 3231 
(Frawley ) 


Q. I wouldn't want particularly my friend 
Mr. Sinclair to accuse me of leaving anything out, and I 
just suspect that I know his great interest in that 
movement of coal from Montreal to Toronto or Toronto to 
Montreal, and that is ex dock, I suppose? 

A. Yes, that would be Bickerdike Pier. 

Q. And it returns you less than one cent a 
mile; in fact, a little better than 8/10ths of a cent 
per ton mile. 

There are the western rates on coal from 
Edmonton to Regina. 

A. What page is that? 

Q. Page 9, Edmonton to Regina, and it moves 
at $4.70 a ton and returns you .969 cents, just a little 
better than 9/l0ths of a cent per ton mile. 

A. That rate is, no doubt, one that flows 
from an old Board Order. 

Q. The annual Board's Order? 

A. An old order of the Board. 

Q. Then there is the one next to it on page 
9, from Sheerness, Alberta, to Brandon, of $5.20 a ton, 
on which on a ton mile basis earns .850 cents per ton 
mile? 

A. Yes, that is true. 

Q. Eight-tenths of a cent --- 

I am wondering if it is your feeling -- 
and assume for the moment we find that these rates are 
too low -- would you support us in having them increased? 
In other words, you recall you negotiated with the 


rai lways on several occasions on rates on coal in 
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TORONTO, ONTARIO McCoy, er-ex 3232 
(Frawley ) 
western Canada, If you are advocating an increase, 


that is another matter, but I would like to have the 
entire picture. 

Q. Is it in the national interest or in the 
interests of the Canadian economy to move that coal at 
these lower rates? 

A. I wouldn't know, sir, I am not in the coal 
business. 

Q. Now, there is a rate on page 2 on coal 
from Bienfait, Saskatchewan, to Fort Frances of $3.67 
a long ton sO only have one or two more -- and that 
means a return to the railways of .653 cents? | 

A. Yes. 

Q. About 6/10ths of a cent, a little more, per 
ton mile. Can you tell me the relationship of cost to 
revenue or your revenue to cost there? 

A. We put our cost figure on that before we 
agreed upon an agreed charge, and the rate was reduced 
in competition with similar coal produced, I think, in 
the Dakotas, I think it was South Dakota; lignite coal is 
the competition there. Mr. MacPherson may know more 
about that than I do. 

Q. Another way to put it, does that return 
fully distributed costs? 

A. You mean total costs? 

Q. Does it return buat costs? 

A. I haven't Bet the detailed cost figures 
here. You have me at a disadvantage; there is a lot of 
detail that otherwise takes a long time to check, and 


I have only had this for a few hours. 
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(Frawley ) 


Q. I am quite aware of that. Now, just go 
back to page 5 in the light of framing the question 
differently. Agricultural implements from Hamilton 
to Edmonton, which returned you more than 4 cents a 
ton mile; would you say that that returned you your full 
cost? 

A, I would think it would, yes, sir. 

Q. About twice your full costs? 

A. In fact, if we had revenues based on 
4 cents a ton mile I think we would all be in a very 
happy position. 

Q. It wouldn't be an exaggeration to say 
that that would return your full cost several times over? 

A. Yes, but when you Lentitcs the outlay 
for transportation as compared with probably the selling 
price to thkle nae, yee would find transportation a 
very small portion of the total. 

Q. All I am putting to you is that you have 
a free rate structure in which you have to go down to 
rates almost as low as these much maligned Crow's Nest 
Pass export rates; that is so, isn't 1G? 

A. We have high spot rates and low spot rates); 
that doesn't say they are not just and reasonable rates. 

Q. i will talk’ on' that’ later, but first I 
want to finish this list and I have only two or three 
more. | 

On page 1, starting up the page, you have a 
‘rate on cast iron pipe from wiode Rivers to Vancouver 
of $1.10, which returns you on a ton mile basis .721 


cents or 7/10th s of a cent per ton mile? 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO McCoy , cr-ex 3234 
, (Frawley ) 


A. With respect to that rate I am afraid 
that you should ask our Canadian Pacific friends because 
we wouldn't handle the business out of Three Rivers; 
we only go in --- 

Q. Are you not a party to that CTC(AC), 1957? 

A. We may be a party totit, yes, sir. 

Q. I am not sure if you are, but I am just 
asking. 

MR. MACDOUGALL: I think he is a silent partne 

THE WITNESS: It. is my recollection that the 
recharge also applies there to Toronto. 

MR. FRAWLEY: Q. Would you look at the 
rate on iron and steel ingots from Hamilton, Ontario 
to Sydney, Nova Scotia; the rate is $12 a long ton, 
and it earns you, on a ton mile basis, .823 cents, 
again a little more than 8/1l0ths of a cent per ton 
mile? 

A. But almost double the Crow's Nest grain 
for the same distance. 

Q. It is actually earning you 8/l10ths of 
a cent per ton mile? 

A. And the Crow's Nest ton mile earnings 
for the same distance is .433 cents. 

| Q. And you think something should be done 
about the Crow's Nest Pass rates? 

A. That is our application. 

Q. But you don't think anything should be 
done about --- 

A. No, I don't say that; oh, no, I don't 


say that. 
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~ ANGUS. STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO McCoy, cr-ex 3235 
(Frawley ) 


THE CHAIRMAN: Mr. McCoy, as I understand 
it these examples you are giving now indicate the extent 
to which there has been internal subsidization in the 
structure of rates; that is applying the value of ser- 
vice principle? 

THE WITNESS: Yes, that is right. 

THE CHAIRMAN: And keeping in mind the rule 
of the Board, some were low and some were high? 

THE WITNESS: That is right, we have both 
high spot rates and low spot rates. As a matter of 
fact, if you went through our tariffs and made a de- 
tailed check of all of them, you would probably find 
more high spot rates than low. 

MR. FRAWLEY: Q. Now, in order to describe 
it, these low rates -- as the Chairman says -- reflect th 
fact there is internal subsidization in the Canadian 
freight rate structure? 

A. That may be, yes. 

Q. What is the difference between internal 
subsidies and internal subsidization, if you want to call 
the Crow's Nest Pass rates that; it is all the same in 
dollars at the end of the year, isn't it? 

A. Yes, but we have submitted that we are 
not getting anything like our costs out of the Crow's 
Nest grain traffic, that generally we are doing better 
on other traffic, but on the other hand, if you will 
bear with me a moment, we are allowed to adjust our 
other rates upwards as we may have to, and we are not 
allowed that in the statutory grain rates. 


Q. Mr. McCoy, if you don't mind my saying so, 
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« ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO M Coy, er-ex 3236 
Lasaniey) 


you are not allowed; the hard economic facts in Canada 
will not permit you to do bhoge things, that is true? 

A. You never know what you can do until 
you try. 

Q. How long have you been trying to make 
better rates and get more and more revenue for the 
, Canadian National, and doing it well, too? 

A. Over forty years. 

Q. several years, yes. Now, I only have 
two or three more; three more, that is all. 

If you will look at page 1 again, wrought pipe 
from Montreal to Vancouver, the rate is $1.20 and it 
returns you .834 cents per ton mile; do you think you 
are getting your full costs for that just as you were 
asking for full costs on the export grain rates? 

A. Whether we are getting our full costs or 
not I can't say at the moment, but I do know we are 
getting more than our variable costs. 

Q. All:right. | Sure, but you are not 
getting full costs and you are asking full costs on the 
‘Crow rate. 

A. Mr. Frawley, that may be factual, but on 
the other hand there is not the same quantity, nothing 
like the same quantity of wrought iron pipe moving from 
Montreal to Vancouver as you would haveunder your 
statutory rates in the west. 

In other words, the movement in the west -- I 
should say the grain moving in the west is basic to your 
plant, where it is just a few orders here. 


Q. So then, if it is only a few orders, and 


. 
| 
| 
| 


“Feo ftom pipaloapeniy sees 


eusey Ytrot tev — woe tas ane i 


evan —— z ie +, asy pensey Letevea) (2 \ 
tte at todd .270H Sonrld. jotom gent to. ond 


eqtq ¢dgvouw .atsgs £ emsq te dool Oitwwoy WE 


ti bas O8.18 ef ogex edd .cevuoonsV. od. [sendmoM. mort 


Woy Naidt voy ob ,efhm not req eteeo HES. woy samwien J. 


ere YOY as dawt sedt v2 seco Llut mwoy gatttes ene | 
‘feeder cise drogxe ef? mo eteod fut rot gates. | 

so edeos {int wo gattte, evs ew teddornW  .A 4 
sts ow wos ob I twd .daomom acid ts yee t'nso I gona i | 

tos os poy dud . sme | tight ILA. 

ei? mo dao ffm? prtiles ote woy bas ageoo Liv? satétes — 
mo dud .Lausost ed Yea dsid .velwert Pe! oA peat 
gaitddon .ytitnaup omee ert doa at etedd baad terito ond 
mort gatvom sqiq mort sdguemw te Utidnsup (smse edt entl 
|  mwOy yebsursved bLvew NON 8s TSVNOSASY ot Laerdaom 
-Jsew ond at sotsr yrodutsse | 

I -- Jaow off mk tnomevom edd ebuow weddo al v wed | 


Toy oF olesd ef Jeow oft at gatvom atetg, edd yse bivode — 


-ofer] avebio wet 8 taut et et stedw .dasla 


bus ~etebio wet s yoo ef th tt qaed? o@ he 


; ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO McCoy, cr-ex 3237 
(Frawley ) 


the train is going anyway, it doesn't cost anything? 
‘Bat I don't think you would run any business 
on that basis. 

Q. I was wondering how far you would --- 

A. If we had freedom in all our rates we 
might make a much better showing. 

Q. Will you bear with me for two more 
questions, and that is all. There is a rate on page 1l 
on calcium Lvtebanehon Welland to Sydney, Nova Scotia, 
$11 per long ton, and you get on that .732 cents? 

A. Three mills more than we get on the 
Crow's Nest grain rate. 

Q. I put it to you with some assurance, Mr. 
McCoy, that At Cooeh tt give you your full costs as you 
uh 9a asked for them? 

A. That may be, sir. 

Q. And there is one final one, iron and 
steel articles from Montreal to Vancouver, the rate is 
SOO eos 
I am sorry, sir, what page is that? 


LI am still on page. 1. 
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Ye's. 

qi: And it returns you .834 cents, a little 
better than 8/10ths of a cent per ton mile. Do you 
think that returns you your full costs? 

A. I haven't got that figure here, sir, but 
I would like to say for the record that the grain scale 
for that distance, or the distance of 2878 miles, as 
shown in the exhibit, is 4.58 cents. 


Q. You say these rates of return, like the 
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t ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO McCoy, er-ex 3238 
(Frawley ) 


agricultural implements rates, are rates which return 
full costs plus something. 

Now, looking at Exhibit 80, or keeping Exhibit 
80 in front of you, Mr. McCoy, that is Statement A in 
the 17% Case,and you tell me -- I might as well take 
the agricultural implement rate which is on page 5 of 
this statement, which returns 4.041 cents, and if 
anyone objected to the Board, or to anyone else, or 
to you that that rate was too high, you would say that 
it is just a just and reasonable rate and that is the 
end of it? 

A. We would endeavour to our utmost to 
defend the rate, particularly based upon the value of 
the commodity. LF transportation was really a penalty 
in respect to the rate, we would probably have a differ- 
ent view, but we don't believe ac to be a penalty. 

Q. And you say the farmer can afford to pay 
this kind of freight rate? 

A. We don't assess the freight rates, we 
don't assess the price of the farm implements that the 
farmer pays for; it is done by the dealers, not the 
railway, and my point is -- and I wish you would bear 
with me -- if you would take the value, the retail value 
of some of your farm equipment on which we: have assessed 
rates, an equivalent of 4 cents a ton, or slightly over, 
and put that against the transportation outlay, you find 
that transportation is a very small percentage; much 
smaller than the average. 

Q. And that is why you say you are charging 


on the principle of the value of the service? 
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ANGUS, STONEHOUSE & CO. LTD. < 
TORONTO. ONTARIO McCoy, er-ex 3239 
(Frawley ) 


A. That is right. 

Q. Sure. 

A. And the very unfortunate part that comes 
to my mind right now is that we are asked fer @)i1' of our 
costs and there is a great deal of data on costs, and I 
wonder if industry is prepared to give the same infor- 
mation with respect to its costs? In other words, it 
is a poor rule that doesn't work both ways, and where 
the railways are going if you have all the information 
and we tell all the secrets, that is something you --- 

Q. Where the railways are going, you are in 
the hands of this excellent Commission, so let us not -- 
you ada I -- worry too much about that. 

A. Mr..Frawley, it is a concern to the 
railway men, I can assure you of that, but I am not 
saying that we have not got faith in this Commission, 

Q. I am sure you have. When you say that 
the agricultural implement rate which returns more than 
4 cents a ton mile is justified because it is a just and 
reasonable rate --- 

A. And doesn't preclude the movement. 

Q. What you say is when you compare that 
rate with other rates of the like kind and class moving 
under similar conditions, that the per cent is a favour- 
able one? 

A. I would think it is a fair one, yes, sir. 

Q. And you say you can't compare that rate, 
which is a class rate, and a cost competitive or a 
non-competitive commodity rate; you can't compare that 


with an agreed charge or a competitive rate; that is 
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< 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO McCoy, Ccr=-ex 3240 
(Frawley ) 


the accepted practice? 

A. I think you will appreciate that we have, 
as I said before, low rates and relatively high rate, 
but their rates, to the best of my knowledge, don't 
restrict movement, and so we are handling it at 2 cents 
a ton mile; we have no assurance that will be passed on 
to anybody, we don't know whether it will be pasged on 
to any individual in Alberta. | 

Q. What I am endeavouring to discuss with 
you is the justification for the rates which you say are 
admittedly pretty high, returning 4 cents per ton mile, 
and you say it is a just and reasonable rate according 
to the accepted definition of "just and reasonable"? 

A. We think so. 

Q. The accepted definition of just and reason 
able, but you look at that rate compared with other rates 
of the same kind or category. 

A. We can go further than that. We try to 
make sure it will not weclude the movement of traffic; 
that it will be fair and ertéw a fair return to both 
the shipper and the receiver on the one hand, and the 
railways on the other. 

Q. And when you compare it with other rates 
of its kind, that the per cent is defensible? 

| A. We think so. 

Q. I put it to you that that is the situation 
which prompted Mr. Knowles, when he said to the Senate 
Committee ---- 

A. Just a moment; I am not accountable for 


any statement Mr. Knowles made; he can look after himself 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO McCoy, Cr-ex 3241 
(Frawley ) 


Q. I am sure you don't mean that in any 
deprecatory sense? 

A. Oh, definitely not. 

Q. You are not responsible for what he says 
any more than I am, but he is a person whom you have 
some respect for? | 

A. I have a.high regard for him. 

Q. You worked with him for many years? 

A. He was one of my predecessors. 

Q. I put it to you that Mr. Knowles shows 
his concern, as he did before the Senate Committee 
on Transport on the 17th of June, 1959, at which time 
he said: 

"What is worrying everybody today is 

the way the rate structure is made. Now 

high rates are charged on high grade materials 

and low rates on low grade materials, and the 

higher rates are being loaded by the trucks 

and the railways are left with low grade 

articles which are moved at a rate less than 

the average cost of transportation." 
Now, that. is stating it correctly; that is the fundamen- 
tal problem? 

A. May I see that, sir? 


(Page 3246 follows) 
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ANGUS, STONEHOUSE & CO. LTD. 
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Q. Mr. McCoy, I could give you, just 
in a word, the background of it. One of the senators 
was asking why - one of the Maritime senators, I 
may say - why it cost more to haul an equal quantity 
of finished steel compared to a quantity of unfinished 
steel, and what Mr, Knowles there at that part was 
doing was endeavoring to explain to the senator 
why that was and what he thought it was leading to. 

Ae Well, this is just a hurried look-see, 
as far as I am concerned. If I understand what Mr. 
Knowles ;is saying here, it is because of motor trucks 
md ae off the high rate traffic is making it more 
difficult for the railways to carry on and maintain 
lower rates, I think you will agree with me that 
is a fair summary. | | 

Q. Don't you think the class rates in 
Canada are too high now? 

. A. Not necessarily, no, sir; based upon 
the fact that invariably it is only very high-priced 
articles moving under class: rates, 

Q. Are you not alarmed at the fact that 
this 35 per cent in Exhibit 80 that you were frank 
ea, to say to me was probably etnias - dontt 
you think it is a matter of real concern to the 
people of Canada that that hard core of class rates 
and sae, donee rates are shrinking? , 

A. I agree with you, but perhaps we 
wouldn't have the same problem if column 1 on the 
exhibit was dealt with. If we were allowed to 


free-wheel in column 1 as we do in column 6, it would 
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be a different problem entirely. 

Q. I will put it to you very boldly: 5 hy 
you had everything you have asked for straightened 
up in connection with the grain rates, would there be 
nothing wrong then with the freight rate structure? 

A. Mr, Frawley, we are only human beings, 
we are not perfect, I am not saying it is a perfect 
set up. You would have to be a real czar to say 
you will ship up to a certain point, you will ship 
by rail ata certaant point, and so on, Now, the 
millennium may not be in my lifetime, 

Qe I am saying it is a cockeyed rate 
structure, 

A. I can assure you I am not going to 
use that phrase in this room, 

Q. I put this to you. I discussed with 
you a moment ago this concept of just and reasonable 
as ameans of testing a rate, I put it to you that 
with the class rated traffic and non-competitive 
ree fan auricle more and more every day we 
are getting past the stage when we can use the 
just and reasonable concept as we have used it for 
years and years, 

Ax I wouldn't go that far, because I 
can't see how we can possibly get away from the value 
of service principle. In other words, you will not 
get a motor truck operator who will take a truck 
load of feathers at the same rate basis as he will 
take a truck load of canned goods. 


Qo If it gets worse and worse and instead 
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of asking for three-quarters in the next freight rate 
increase you will have to ask for 85 per cent from 
about 20 per cent of the traffic, Do you think we 
can go on in Canada with that kind of freight rate 
structure? 

A. Well, there is always a limit, and 
we think that che limit is on the Crow's Nest grain. 

Qe You will go that far: you think it 
will clear up everything? 

A. It will be a material help to us. 

Q. You don't think it will clear up 
everything? 

A. No. 

Qe. Mr. MeCoy, you know the study that 
bears the name of J.C. Lessard called Transportation 
in. Canada? 

A. Yes, I have a superficial knowledge 
ef it. 

Q@. Will you look at page 88? You see 
the paragraph in the middle of page 89, I will read 
it to you, 

"The C.N.R. submission to the Royal 

Commission on Transportation..." 

- and I may say for the record that that is exhibit 
214 before the first Royal Commission on transportation, 
and the reference is to pages 70 and 71. Now, I 
will read the paragraph 
"The C.N.R. submission to the Royal 
Commission on Transportation, 1951, 
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mileage failed to contribute anything 

to overhead costs while an additional 

30 per cent was considered to be marginal. 

Therefore, virtually all of their over- 

head costs appear to be recovered from 

the remaining he per cent of operations." 

Would you have any idea at all of what 
the situation is as of now, because those words were 
written, I would say, sometime prior to November, 
1956, and, of course, it was dealing with the 
submission of Canadian National in 1950 or 1949, 

Ae Well, I have no up-to-date information 
on that, sir, I am sorry. 

Qe Would you think it was any better than 
that now? ~ 

A. I would hope it would be, bus TL 
can't give you a definite answer on that, I am sorry. 

Q. But it is a pretty serious situation? 

A. | Yes, sir, the situation is serious, 

Q. And before the Royal Commission it 
was all set out in colours indicating where the 
mileage was, where the 25 per cent was of the mileage 
which didn't contribute anything to overhead costs, 
and where the 30 per cent was it was marginal, and 
where the 45 per cent was, and when you look at the 
Canadian National picture I find that I have some - 
probably an error of some kind, Mr. Chairman - I find 
I have two of these, and I will certainly be very 
glad to hand that up to the Commission, 

Now, that undoubtedly --- 
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Ad Mr, Frawley, would you mind letting 
me see that, please? 

MR, MACDOUGALL: Is this something 
prepared by Mr. McCoy at that time? 

THE WITNESS: No, not by me, 

MR, FRAWLEY: Probably not by Mr. McCoy. 

Q. In any event, that just tells the 
story of the lines that are profitable and the lines 
that are not profitable, That is just proof of the 
fact that there is a great deal wrong with the 
Canadian rate structure besides the export grain 
rates, | 

A. I wouldn't say--- | 

THE CHAIRMAN: Mr. Macdougall, there has 
been no map prepared on this basis? 

MR, MACDOUGALL: Nothing has been presented 
to the Commission yet of that nature, 

THE CHAIRMAN: Have you any ideas on that? 

MR, MACDOUGALL: We have a number of ideas 
which we intend to put before the Commission when 
we make our submission, I can't tell you at this 
moment in exact detail what will be in that submission, 

MR, FRAWLEY: To round out the picture, 

I could say that Exhibit 191 in the first Turgeon 
Commission was a similar map prepared, So it is 
for the Commission to say whether they would like 
that reproduced, I don't know what it will show 
at all. 

THE WITNESS: For the record, this is 
for the year 1948, freight traffic density in thousand 
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gross ton-miles, The exhibit is dated October 15th, 
1949, 

MR. FRAWLEY Q: Mr. McCoy, I suppose it 
follows that the losses suffered in the passenger 
department are just as real lost dollars as the 
dollars which you say you lose in connection with 
export grain? 

A. If there is any loss at any time, 
naturally the dollar content will be the same, But 
I am not qualified to discuss passenger matters, I 
am Sorry. 

Qe And if it is incumbent upon you and 
upon the Canadian National Railway~in the interests 
of Canada and the maintenance of strong Atlantic 
ports that you should haul goods to the east coast 
at rates which are in the general area of the Crow's 
Nest Pass rates on a ton-milée basis, why isn't there 
just as witott justification as regarding that as 
something that should be cured by the national 
treasury. 

A. We are looking at these rates, we 
are studying them, and when we have completed our 
studies we will be in a better position to speak on 
the matter with you, Mr, Frawley. 

Qe Every time I say that I am inviting 
some Maritime shipper or receiver to become 
frightened, As far as you have them, and if you 
have any economic compulsion to keep them there, 
why don't you look upon them under the same light 


and under the same microscope --- 
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A. Maybe we do, 

MR. MACDOUGALL: Perhaps you could say 
if they have been increased. 

THE WITNESS: Yes, they certainly have. 
They have been adjusted from the rates from Buffalo, 
New York. 

MR, FRAWLEY Q: Depending on the 
accuracy --- | 

A. You are talking about ton-miles one- 
way, sir? 

Qe That is right. 

A. But all I am trying to say is that 
we try to move the rates up and down, We have not 
the same privilege --- : 

, Qe The compulsion is just as strong; one 
is by statute and the other is by the various economic 
forces in Canada? 

A. Not as strong. I am not trying to 
argue with you; don't misunderstand me, 

Qe I would like to offer a statement, 
Mr. McCoy. Sometimes I have been accused in the 
past that this is a sort of inexpensive way cf | 
my proving my case, I don't want to be accused of 
that. This is a statement, Mr. MeCoy, which I 
would like to show to you, and it is a statement, 
the heading of which says: "Statement Comparing 
Agreed Charges Freight Rates from Eastern Canada to 
Vancouver with rates to Calgary and Edmonton on the 
same Commodities as of December 29th, 1959". 


THE CHAIRMAN: This has to do with the 
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one and one-third rule? 
MR. FRAWLEY: Yes, the late lamented one 
and one-third, 
THE WITNESS: I wouldn't say "lamented", 
MR.’ COOPER: Have you an extra copy for 
the use of the Commission? 
MR, FRAWLEY: I can get more of these, 
THE CHAIRMAN: While Mr, Frawley is doing 


that, we will adjourn now. 


---Short Recess, 


—_— 


MR, FRAWLEY Q: Mr, McCoy, you ave had” 
a chance to peruse the statement that I showed you 
just before the recess, 

A. I have had an opportunity to look 
through it. 

MR, FRAWLEY: These are taken from the 
Commission. I have to get more copies. They 
sent me from Edmonton about seven or eight. I can 
easily get a great many more, 

MR, SINCLAIR: Fine; that is completely 
satisfactory. 

MR. FRAWLEY Q: You have seen that 
statement, Mr. McCoy? Does it appear to you to 
correctly state the rate comparison that it aims 
to show? | 

A. Well, without making a check I would 
not want to make a firm statement, but if what you 
have in mind generally is that the rates to Vancouver 


are lower than they are to intermediate points, 
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Edmonton and Calgary, I would say that is a correct 
statement, 
| Qe Would you say that the statement as 
you have 1ookea at it, and subject to check as to 
the accuracy of the tariff references and the 
extractions from the tariffs, is a correct statement? 
| A. It may be. L would'nt want to 
make a firm statement, | 
MR, FRAWLEY: I would like to offer it --- 
THE CHAIRMAN: You are filing it? 
MR, FRAWLEY: I would like to offer it as 
an exhibit, yes. | 
MR, COOPER: Exhibit 81, Mr, Chairman, 
EXHIBIT NO,’ 81 - Statement comparing 
: agreed charges freight 
rates from eastern 
Canada to Vancouver wit 
rates to Calgary and 
Edmonton on the same 
commodities as of 
December 29th, 1959. 
MR, MACDOUGALL: I don't think we will take 
any objections to Mr. Frawley filing this as an 
exhibit, but he is filing it as a correct exhibit 
subject to someone else saying it is or i8 not a. 
correct statement, pee L Réivé no ob jection to him 
putting it in. | 
THE CHAIRMAN: I think it being offered, 
and if it is found correct by Mr, McCoy, it should 
then be filed, 1 
MR, FRAWLEY: Yes, a very practical way 
to dispose of it would os to put the rate clerk who 


prepared it on the stand to say how he did it. 
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THE CHAIRMAN: Well, we want to save time. 

MR, FRAWLEY: That concludes my cross- 
examination. 

THE CHAIRMAN: I think we should state that 
on the western trip we had planned to leave Edmonton 
on Thursday night and get into Victoria on Friday.. 
Well, now, the hours are so inconvenient that that 
has been changed, so that we leave Edmonton on Friday 
and commence in Victoria on Monday. So we will be 
in Victoria on Monday at 9:30, 

Any other cross-examination of Mr.) McCoy? 

MR, COOPER: I believe that Mr, Blair was 
to be here at 2:00 o'clock, | 

THE CHAIRMAN: Will that be all right? 

THE WITNESS: Yes, sir. 

THE CHAIRMAN: Anybody else? 

MR. MACDOUGALL: I think, Mr. Chairman, if 
it pleases the Commission, there might be a few 
questions in re-examination following Mr. Blair, 
Perhaps the deudinuted would hear Mr, Roberts, the 
next witness, now, and break his testimony at 2:00 
'otclock in order for Mr. McCoy to have cross- 
examinations by Mr. Blair and the re-examination. 

THE CHAIRMAN: Perhaps the Commission itself 
has some questions, 

MR, MACDOUGALL: If I may suggest, sir, 
perhaps that may be more appropriate after Mr. Blair's 
cross-examination. | 

THE CHAIRMAN: That is all right. 
MR, MACDOUGALL: Mr. Chairman, perhaps before 
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Mr, Sinclair begins, yesterday someone asked Canadian 
National if they would submit a copy of the so-called 
Crow's Nest scale, I had copies prepared of the 
point to point rates for the Crow's Nest grain traffic 
‘made up in a scale form which I would be glad to file 
with the Commission now, Could that be marked as an 
exhibit? 

THE CHAIRMAN: Who asked for that? 

MR. COOPER: I did, Mr. Chairman. 

THE CHAIRMAN: Exhibit 82, 

; EXHIBIT NO, 82 - Canadian National 


Railways. Grain rates 
to Fort William, 
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ROBERTS, JAMES MERRICK, called 

MR, SINCLAIR: Mr, Chairman and members of 
the Commission, the next witness on behalf of the 
railways is Mr. J.M, Roberts, who has had the privilege 
of answering questions to some of the people in this 
room on other occasions, 

With the Commission's permission I might 
read Mr. Roberts! qualifications outlined into the 
record and ia background and ask him if that is 
correct. May I do that, sir, rather than examine him 
down througiehe various points? 

THE CHAIRMAN: Yes, 

MR.’ SINCLAIR: Mr. Roberts attended Ashton 
Old Road School in Manchester, and on his coming to 
Canada he joined the Canadian Pacific Railway Company 
i 1923 as a junior éterk tia the Traffic Department, 
Between 1925 and 1948 he held various clerical positions » 
in the Traffic Department at Winnipeg. In March of 
1948 he was appointed the Chief Clerk to the Freight 
Traffic Manager at Winnipeg. In 1950 he was promoted 
and became Assistant General Freight Agent at 
Veddouvede In 1952 he became the General Freight 
Agent at Montreal; in 1954 the Assistant Freight 
Traffic Manager; in 1956 Assistant Freight Traffic 
Manager, of Rates and Divisions; in 1957 Assistant 
General Traffic Manager; in 1958 Assistant General 
Traffic Manager; and last September he was promoted 
to his present position with Canadian Pacific, 

General Traffic Manager for the Canadian Pacific 
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Throughout Mr. Roberts' work with the 


company he has been largely concerned, particularly 
concerned with rates, their development and meeting 
the meéeds of the shippers in regard to rates and 
discussing problems with shippers in that regard. 

THE CHAIRMAN ¢ i think, Mr. Sinclair, 
before you go further, I would like to congratulate 
Mr. Roberts on his promotion, and I feel that he 
earned it. 

THE WITNESS: Thank you very much, sir, 

THE CHAIRMAN: The only thing that 
embarrasses me is that I see Mr, Edsforth there, Has 
he been demoted? 

MR, SINOLATIR: Well, it is one of the 
advantages of counsel at times to meet someone like 
Mr, Edsforth, It gives us a great deal of 
satisfaction to have him in a place where we used to 
see him many years ago, 

Mr, Roberts has appeared before the Board 
of Transport Commissioners on rate problems; 
particularly has his interest been great in connection 
with various general revenue and specific rate 
cases --- 

THE CHAIRMAN: And I know he has experience 
of the whole system, 


MR, SINCLAIR: That is right, sir. 
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MR. SINCLAIR: That is right, And he has 
also been the traffic advisor to counsel and has 
given opinions on traffic matters in labour matters 
in eeaeliiukion and arbitration proceedings, and has 
also been one of the Canadian Pacific group before, 
dealing with specific problems in developing 
material in regard to other public Hearings and 
appearances before the Cabinet, and matters of that 
kind, | 
DIRECT EXAMINATION BY MR,’ SINCLAIR: 

| Qe Now, Mr. Roberts, does what I have 
told the Commission generally outline your career 
with the Canadian Pacific and your experience in 
rate matters? | 

As Yes, it does, Mr, Sinclair, 

MR, SINCLAIR: Now, Mr. Chairman, members 
of the Commission, Mr, Roberts has prepared a precis 
of the evidence that he was to give to the Commission, 
and this has been in the hands of my friends for 
many weeks, And attached to that were a number of 
statements, and I would like to file these statements 
as exhibits, with your permission. 

THE CHAIRMAN: You are not filing your 
precis at all? 

MR, SINCLAIR: No, sir. 

The first of the statements is designated 
in the lower righthand corner as number 300 and is 
entitled "Comparison of Crow's Nest Rates on Grain 
to Fort William with applicable ovata rates on 
September 1, 1899", Exhibit 83, with your permission, 
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Mr. Chairman, 
EXHIBIT NO,’ 83: Statement entitled 
"Comparison of Crow's 
Nest Rates on Grain to 
Fort William with 


Applicable Class Rates on 
September 1, 1899" 


MR, SINCLAIR: The second statement, 
designated number 301 in the lower righthand corner, 
and entitled "Comparison of Crow's Nest Rates on Grain 
to Fort William and Applicable Class Rates on September 
i2, 1927" Exhibit 84, with your permission, Mr. 
Chairman, 
EXHIBIT NO, 84: Statement entitled 
"Comparison~-6£--Crow's Nest 
Rates on Grain to Fort 
“William and Applicable 
Class Rates on September 
toy es 
MR, SINCLAIR: The third and last statement 
attached to the precis, which was designated Statement 
number 302 in the lower righthand corner, and entitied 
"Statement Showing Rates on Wheat from Points in 
Western United States to Duluth, Minnesota and 
Seattle, Washington versus Rates from Equi Distant 
Shipment Points in Western Canada from Fort William 
and Vancouver, British Columbia, on December 12, 1927 
and at Present", With your permission, Mr. Chairman, 
Exhibit No, 856 
EXHIBIT NO,' 85: Statement No, 302 
entitled "Statement 
Showing Rates on Wheat 
from Points in Western 
United States to Duluth, 
Minnesota and Seattle, 
Washington versus Rates 


from Equi Distant 
Shipment Points in 
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Western Canada from Fort 
William and Vancouver, 
‘British Columbia, on 
December 12, 1927 and at 
Present". 

MR. SINCLAIR: Q: These statements are 
now Exhibits 83, 84 and 85, Mr. Roberts, in the 
proceedings. Were they prepared by you or under your 
direction? 

A. They were prepared under my direction, 
sir. 

| Q. And can you say to the Commission 
as to their accuracy? 

Ae I would say, sir, that they are 
accurate to the best of my knowledge and ability. 

Qe Thank you, 

The precis of Mr, Roberts -- the evidence 
he will now give -- deals with "The Principals of 
Railway Rate Making", which is section III of the 
Joint Submission of the Railways, as filed with this 
Commission, and being Exhibit No. 45; and also 
with the "Level Rates for the Movement of Export 
Grain in Western Canada which would be Just and 
Reasonable and Reasons Therefor", in support of 
section vIiIt of the Canadian Pacific submission, as 
iched and filed by counsel, being Exhibit No, 47. 

Now, as the Commission knows, the railways 
in regard to rate making are governed in their 
various operations by the Railway Act of Canada, 

Mr, Roberts, in regard to rates, what 


is the basic provision of the Railway Act? 
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A, Section 326 (1) of the Railway Act 
authorizes companies to prepare and issue tariffs 
of the tolls to be charged in respect of the railway 
owned or operated by the companies, 

THE CHAIRMAN: JI think we have all read 
that, Mr. Sinclair. 

MR, SINCLAIR: I would like to have it 
taken into the record, Mr, Chairman -- not section 
326 (1), but in particular Section 326 (5). 

"No tolls shall be charged by the 

company or by any person in respect of 

@ railway or any traffic thereon until 

a@ by-law authorizing the preparation and 

issue of tariffs of such tolls has been 

approved by the Board, nor, unless 

otherwise authorized by this Act, until a 

tariff of such tolls has been filed with, 

and, where such approval is réquired under 
this Act, approved by, the Board, nor 
until any other requirements necessary 
under this Act to bring such tariff into 
effect have been complied with; nor shall 
any tolls be charged under any tariff 

or portion thereof disallowed by the 

Board, or not in effect in accordance 

with the provisions of this Act; nor shall 

the company charge, levy or collect any 
toll or money for any service as a common 
carrier except under and in accordance with 


the provisions of this Act." 
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MR, SINCLAIR Q: Having 326(5) before you, 
Mr. Roberts, would you please comment on that: 

A. The Railway Act, under Section 328(5) 
invests the Board with powers"...to fix, determine and 
enforce just and reasonable rates, and to change and 
alter rates as changing conditions or cost of trans- 
portation may from time to time require..." and under 
Section 328(1): "The Board may disallow any tariff or 
any portion thereof that is considers to be unjust or 
unreasonable, or contrary to any of the provisions of 
this Act, and may require the company, within a 
prescribed time, to substitute a tariff satisfactory to 
the Board in lieu thereof, or may prescribe other tolls 
in lieu of the tolls so disallowed," 

Qe Mr, Roberts, how far does the authority 
of the Board extend in the matter of freight rates in Canada 

A The authority of the Board, Mr. Sinclair, 
extends to all freight rates in Canada with the 
exception of the statutory rates on grain and grain 
products moving to export position in Western Canada 
which are removed from the jurisdiction of the Board 
by Section 328 (6) and (7). 

Q. ° Subsection 6 and 7 of Section 328 of 
the Railway Act? 

A. Yes, sir. 

Q. What do you mean by "Removed from the 
jurisdiction of the Board", Mr, Roberts? 

A. Well, Mr. Sinclair, they are removed 
from the jurisdiction of the Board in fixing just and 


reasonable level of rates, 
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Qe Would you continue with your 
explanation of the Board's authority, then, in regard 
to freight rates? 

A. The Railway Act provides the framework 
under which railway companies are required to establish 
freight rates, Just and reasonable rates under the 
Act must be rates which are just and reasonable both to 
the railways and the shipping public, 

Railways, in addition to the usual economic 
controls affecting all uae vee, are subject to 
direct regulation under the Railway Act, and to control 
and supervision by the Board of Transport Commissioners 
in setting freight rates (whether general or specific), 
The Board can change and alter the general rate level, 
such as in a general revenue case, and also has the 
responsibility of maintaining supervision over the 
many individual rates which are constantly being 
negotiated and published, 

Excluding the statutory rates on grain and 
grain products which have remained fixed since 1927, 
pasic principles establish the range of rate levels. 

Qe What are the basic principles, Mr. 
Roberts? | 

Ae The basic objective of railway rate 
makingis to set rates at a level which will permit 
the maximum amount of traffic to move freely and at 
the same time permit the railways to earn maximum net 
revenue so as to maintain an efficient railway 
operation and provide a fair return on the capital 


invested, 
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Q Yes? 

Ao In all rates the value of the service 
to the shipper or consumer establishes an upper limit, 
as indicated by the ability of the traffic to pay the 
proposed rates and still move at optimum volume, By 
this is meant that the demand for the goods at the 
point of destination will be such that the cost of 
transportation when added to the other costs involved, 
will support a traffic level as near to the maximum 
as possible, This is subject to an overall limit 
in that rates on all the traffic must not result in 
total net revenue beyond a reasonable ievel,. This 
reasonable level is equivalent to @ fair return on 
the railway investment without, of course, any 
guarantee that the railway company will at any given 
level of rates be able to achieve such a reasonable 


level of net revenue, 
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Q. Now, you spoke of the upper limit; 
what determines the lower limit, Mr. Reberts? 

A. The lower limit of the range of rates 
is fixed by the need on the part of the carrier to have 
rates at a level no lower than the variable cost of 
providing the service in respect to ire individual 
segment of traffic and which will, in addition, make 
some fair contribution to constant costs, 

Q. What factors are taken into account 
in determining the proportion for variable costs? 

A. | Between the upper and lower limits 
of the range, dthe>railways, in publishing rates on the 
many commodities which are shipped daily, must 
necessarily take into consideration factors such as 
competition by other forms of deriain beret altel dik and 
commodity market conditions reflecting the competition 
of foreign goods, Competition between Canadian 
industries for a common market can-only be recognized 
as a Sexton in rate making to the extent that rate 
groupings are a part of the rate structute, This is 
because it is not the function of railway freight rates 
to offset geographical or other disadvantages of 
indutries or areas. | We also take in account the 
effect of competition on substitute products. 

Q. When you say that, Mr. Roberts, that 
you can't offset or equalize geographical or other 
disadvantages, why do you say that? 

| A. Well, that would be unjust, sir, 
under the meaning of the Railway Act. 

Q. We will discuss that a little further 


| sataoo Snatenos ot Ok dard Lad nas oe 
tmooee odmt moved sas erovset sac “ai ee 
fadeoe efdstusy sot motdtogoug ed antatmnesed | nt | 
ad bnk tf tewel bas requ ett meowdedl ees 

odd no vetet gatsatideg nt erent tareth, vegas old te 
tac .ylied beqqkce ote do.eiw notsthoreo Anil 
ae sore avotost ROL Iea6b Leno odnt salad Ylts 
‘Des rottsdvoqanssd to aro Tecito ud nerviteqnes 
nolikdegqmos sit antdoelter enotstthaos tatian eee 

REtieng neewtsd notdtdeqnod sabooy aah 
hbasiageosa ed virte-aso tevvem comme @ 107, setsdebot 
ode dade tredxe ont o¢ staisn 


oven nt notes s aa 
et a het Jenotounte gtex oft to t4aq «4 ore sgakquorg, 
nedes tnigtett vewlles to sotsoaut stid ton at dt saunoed | 
‘to aegatusv bse tb orto "0 igo triqe1g093, deetio ot | ju 

odd davoooe at stat. oets ow BOS 10 esiudubat | : 
STouberg sduytdadue no nots tteqmos to doerte | 

saris .atvedoH .aM .ded¢ yee voy aon a | | i 
seivo to Laoldgqaunoen oxtlaupe To tonto. m9 woe 
Tisdd vee vox ob wiw eogainavbsath | | 

ite (deutas od biuow sexs Iihew Me heel 

.toA YewLtel ett to ation orig ene! jxs 

weridayt eLtsil 8 Jeng “avoelb titw 7: 0 


“ ANGUS, STONEHOUSE & CO. LTD. Roberts, dir, 3275 
TORONTO, ONTARIO (Sinclair ) 


on. Now, would you continue with your explanation 
of the basic principles and considerations of the 
freight rate structure, 

A. These are the basic principles and 
considerations from which the freight rate structure 
has evolved. This structure has contributed to the 
growth of industry in Canada, even though the structure 
has been distorted by the fact that grain and grain 
products moving to export positions in Western Canada 
are transported at rates which do not reflect the 
principles of rate making because they have remained 
at the level fixed by statute many years ago. 

Q. $ Mr. Chairman and members of the 
Commission, I will now discuss with Mr. Roberts the 
Canadian freight classification, What is the 
foundation of the freight structure in Canada, Mr. 
Roberts? 

A. The foundation of the rail freight 
structure in Canada is the Canadian Freight 
Classification, which establishes, with the Board's 
approval, relationships between all commodities 
offered for movement by rail. This is a uniform 
Classification applicable on all railways throughout 
Canada. The relationships take into account the 
principal characteristics of the individual commodities 
and other elements affecting cost of transportation, 
as well as their value as a measure of their ability 
to pay transportation charges without losing freedom 
to move to market. 


MR, SINCLAIR: Mr. Chairman and members of 
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| 


of the Commission, the Canadian Freight Classification 


is published by direction and under the authority of 


Section 325 of the Railway Act: 


"305(1) 


(2) 


(3) 


The Tariffs of tolls for freight traffic 
shall be subject to and governed by that 
classification which the Board may prescribe 
or authorize, and the Board shall endeavour 
to have such classification uniform 
throughout Canada, as far as may be, having 
due regard to all proper interests. 

The Board may make any special regulations, 
terms and conditions or order or direction 
in connection with such classification, and 
as to the carriage of any particular commodit 
or commodities mentioned therein, as tonto 
may seem expedient. 

The company may, from time to time, with the 
approval of the Board, and shall, when so 
directed by the Board, place any goods 
specified by the Board in any stated class, 
or radios them from any one class to any 
other, higher or lower, class; but no 

goods shall be removed from a lower to a 
higher class until such notice as the 

Board determines has been given in the 


Canada Gazette," 


MR, SINCLAIR Q: Mr, Roberts, in constructing 


the Classification and establishing the relationships 


between the commodities, what factors are taken into 
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account? 

A. The various factors which are weighed 
in allocating a rating to any particular commodity. 

Qe Would you discuss the more important 
of those factors; what would be the first? 

A, The first would be the value of the 
goods, 

Q. What would you say about that as a 
factor? 

A, The value of the goods must at all 
times be borne in mind in relation to ability of any 
traffic to pay transportation charges. For example, 
on an article of high value in relation to weight 
or size, such as a refrigerator, the transportation 
cost would only be a very small fraction of the market 
value, but on a heavy commodity such as gravel, which 
has a low market value in relation to weight, 
transportation costs represent a much larger proportion 
of the market price, This feature must receive 
consideration in determining the rating allocated to 
each commodity. This requires the application of 
experienced judgment so as to maximize volume and net 
revenue, | 

Q. What would you say the second major 
factor is which would be taken into account in 
determining relationships in the foundation of the 
structure of the Canadian classification? 

A. Loading characteristics, Rates 
are based on a unit of weight in relation to bulk, 


An example of this is new furniture which by nature 


its te ‘beso aboon, one co onlay oat of 
‘"gtte  to cittids od notseten ant ‘bavtin “at ens0d: od omy 
sorauexs TON Be gruario ngiadouaaens sa ‘ov ‘obYiend by. 
trig ter og nokdater ft outay fina to sfotdas | rs no 
| re fa Led seqenes ¢ arts sodaneg titer 8 a8 owe oats TO ie 
ens add to motives? Chane tier & ed eho brvow debe BY aNRld 
adotnw ever es Nose vi tonne rset & nto dus outev 
,idatew oF sokiaten ok eukav sonia wor s asd 


sausmnins: 25h, ~osttel coum a Seonoride edzoo sobdevogensti Be 


ov ba0e% hate srt 8o% eta? | sate tent esit vo | 
ot bavé> tre antiey and anintmrsiteb ik Motievet tance | 
to sokvieok rags alt eectupen abd : set tbomn09 doe 
Ten Deis site Lov as tattxa ot 85 on Somat, beonebieaxe | 
) ee - ,euneved | 

Tolan bnosae Sis - YER VOY Bivow acti i, ae 

ts hao Ig Osan sealed od biivow sonsw et motoa? 
ies teen ‘antalwredeb | 
tnolisoltigesfo haben ai w® wan teal j 
astsh Leobtatredostecdo. * ns ‘i 


say to co ttebaset ais aut nats 


ANGUS, STONEHOUSE & CO. LTD. Roberts, dir. 3278 
TORONTO, ONTARIO (Sine lair ) 


of its construction cannot be loaded heavily in a 
railway car so that the minimum carload weight is set 
at 14,000 lbs., with a higher rating than say canned 
goods, which when packed for shipment are relatively 
heavy in relation to bulk and are subject to a minimum 
carload weight of 30,000 lbs, 

Qo Yes, and the next factor, 

A. The next factor is the type of 
equipment necessary. When special equipment is 
necessary to handle a particular commodity all 
additional costs related thereto are given consideration, 
Such costs would arise from the additional cost of 
the equipment; special maintenance costs; degree 
of usage and greater empty mileage required to return 
empty special equipment to shipping points. 

Qe Now, would you summarize some of 
the other factors that are taken into account in 
determining the relationships in the classification? 

hi Other factors which have to be taken 
into consideration are susceptibility of the freight 
to damage; whether it is perishable; the type of 
packaging; the likelihood of the commodity 
contaminating other goods or railway equipment; and 
if there is inherent danger in handling or transporting 
due to the nature of the goods, as in the case of 
explosives. These factors have a direct bearing 
on the railway costs, including cost of claims as 
a result of damage or deterioration of the goods in 
transit. 


Q. Now, I wish to discuss with you, Mr. 
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Roberts, for the Commission, the classification 
ratings as found in the freight classification. 

A. The Canadian Freight Classification, 
prior to 1955, provided ten different basic ratings 
designated as classes one to ten. In Board of 
Transport Commissioners Order No, 80410, December 12, 
1952, implemented under Order No, 83242, March 1, 
1954, the Board directed that the Classification 
ratings be revised to correspond with the class rates 
under the proposed uniform class rates scale, Order 
No, 80410 did not stipulate percentages for the then 
existing classes sefin and ten but such a provision 
was made in Order No. 83242, March 1, 1954, 

The ratings prescribed by the Board in 
these Orders, together with the equivalent ratings 
existing prior to March, 1955, are; 

Effective March 1st, 1955 
Prior to March, 1955 (Uniform Class Rate Scale) 
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Each column rating represents an equivalent percentage 
of column 100, 

Qe The tabulation shows for old 9th class 
under the new Cimee paption ratings, the word 


"discontinued"; why was the old 9th class abandoned? 
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A. The old 9th class applied only on 
livestock in carloads. The greater proportion of this 
traffic, however, moved under long established commodity 
rates, and tle Board in 1955 directed that the ratings 
on horses, mules and ponies should in future be Column 
40, equivalent to the old class 6, and on cattle, 
calves, sheep and hogs, column 33, equivalent to the 
old class 7, which class rates were subsequently 
otek ad for the commodity mileage rates. 

Q. Now, what traffic are the first three 
column readings applicable to, Mr. Roberts; that is, 
column 100, column 85 and column 70? 

A. The first three column ratings 
generally apply to less carload shipments of all 
the commodities named in the Classification and to 
carload lots of certain commodities of high value 
and light loading characteristics, | 

Q. $Mr. Roberts, column 100 and column 85 
and column 70, are they used for both LCL and carload 
traffic? 

A. Yes they are, Mr. Sinclair; the study 
for 1958 indicates that they are used for carload 
traffic; there would be such items as automobiles, 
boats and canoes, expensive types of glass and 
carpets there, yes sir. 

Q. Now, do I take it from that that you 
are saying that their very light loading and very 
high value shipped in carloads may find their way into 
column ratings of 100, 85 or 70, is that it? 

A. That is right, Mr. Sinclair. 
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Q. Are there multiples of column 100 
on any of these? 
A. Explosives are multiples of column 
100, Mr. Sinclair. 
THE CHAIRMAN: The old silk trains are 


off now? 


MR, SINCLAIR: Yes, they haven't run --- 

THE WITNES: Since before the war, the 
last war, 

MR, SINCLAIR Q: What about the other 
carload traffic, that is, the large bulk carload 
traffic other than those ones you have spoken to 
which take ratings of 100, 85 and 70, and some 
multiples of 100; what about them? 

A. Ratings covering carload consignments 
generally range from column 55 on commodities such 
as new furniture, which has a high value per ton, 
is light loading and susceptible to damage, down to 
column 27 which applies on such materials as coal and 
lumber, which, by their very nature, can be loaded 
heavily, are less susceptible to damage and have a 
lower value per ton. 

Qo From your answer before, column rating 
27 would be 27% per cent of column 100? 

A. YOs'.) 

Q. Well now, how did the classification 
develop, Mr. Roberts, and what does it basically 
contain? : 

A. The Canadian Freight Classification 


has been developed over many years through regotiation 
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between the railways and industry, shipper organizations 
and other interested parties, In addition to providing 
ratings on all of the commodities which move in freight 
transportation, the Classification also contains rules 
and regulations which govern the heandling of freight 
by rail. There are over forty rules dealing with 

such matters as packing requirements and numerous other 
conditions peculiar to rail freight transportation, 

The Classification is changed and amended as new 
materials are developed or transportation conditions 
change. All changes made.in the Classification are 
subject to the prior approval of the Board of 

Transport Commissioners. 

Qe Mr, Roberts, the Board of Transport 
Commissioners in what is generally known as the first 
equalization judgment, which is reported in 1952, 69 
CBG BOSondeals with, the, sevielonjef the, clessification. 
Would you summarize that, please? 

A, Yes, Mr. Sinclair. The railways 
established a Classification Revision Committee headed 
by two senior Freight Traffic Officers who had wide 
experience in all aspects of rate making... This 
Committee, over a period of two years, thoroughly 
investigated classification methods in other countries 
and held many meetings with industry, shipper 
organizations and other interested parties during the 
course of which all commodities were evaluated, using 
the factors outlined above. During all this period the 
Board was kept informed of progress being made. The 


present issue of the Classification became effective 
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March 1, 1955, following approval by the Board of 
Transport Commissioners and concurrently with the 
uniform class rate scale prescribed by the Board. 

Qe Mr. Roberts, does the Board exercise 
much interest in the classification and its control 
on classification matters? 

Ae Oh, yes sir. The Board is vitally 
interested in the classification which is evidenced 
by the fact that before a new settienent is issued 
to the classification it has to be submitted to the 
Board in seiee form for approval. 

Q. And do the Boards have specialists, 
traffic specialists, who are constantly engaged in 
considerations of matters that affect the 
classification? 

A. They most certainly do, Mr. Sinclair. 
I would say one of the most able men in the country 
is a sepcialist. 

Qe Is he with the Board staff? 


Ae Yes. 


(Page 3290 follows) 
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Q. And are these specialists available for 
discussion with shippers who may have classification 
problems, the Board's staff? 

A. At all times, sir; at all times. 

THE CHAIRMAN: Mr. Sinclair knews one of 
the staff is with the Commission. 

MR. SINCLAIR: Yes. I thank you, sir, for 
bringing that to my attention. 

THE CHAIRMAN: That, is for the record. 

MR.SINCLAIR: And we in the railways may say, 
sir, that we are most happy that Mr. Ellicott is there, 
and I am sure he is going to be of tremendous assis- 


tance to the Commission and a great help to everyone 


in the consideration of the problems in which he has 
been so long engaged. — 

THE CHAIRMAN: We hoped he would be, other- 
wise we wouldn't have him here 

MR. SINCLAIR: Thank you, sir. I.-just 
thought that since there was the opportunity of working 
with Mr. Ellicott, I am glad we have the opportunity 
of making note of that on the record. 

Q. Now, would you please, Mr. Roberts, dis- 
cuss class rates? 

A. In evolving a freight rate structure, 
the basic rates are the class . rates which are pre- 
scribed by the Board as just and reasonable rates and 
are the ceiling whieh may not be exceeded without 
approval of the Board. These rates are uséd in 
iepiesuiass with the Classification to arrive at 


transportation charges on the movement of freight 
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traffic generally. 

The class rates now in use on all railways 
under the jurisdiction of the Board are the uniform class 
rates prescribed by the Board following equalization 
proceedings and which are the same in relation to 
mileage in all territories in Canada west of the 
"select" territory as defined in the Maritime Freight 
Rates Act, that is, west of Diamond Junction, Boundary 
or Levis, Quebec. 

These class rates are the culmination of a 
process of evolution which has been going on ever. since 
the class rates were first ae bara aae and result 
from Order in Council P.C. 1487, dated April 7, 

1948, and the 1951 amendments to the Railway Act, 
particularly Section 336, wherein the Board was 
directed to make a general investigation of freight 
rates with a view to establishing a wAtieoe scale 

a mileage class rates throughopt Canada. The 
investigation was lengthyand in November, 1953, pre- 
ceding the completion, the Board took an interim step 
toward equalization by directing that the class rates 
in Eastern Canada should be increased 10 per cent 

and the class rates in Western Canada reduced 5 per 
cent. | 

The proceedings on equalization of class 
rates culminated in the issuance of Order No. 83242, 
March 1, 1954, prescribing a uniform scale of 
mileage class rates for application ee points 
in Canada (Diamond Junction, Boundary, Levis, Quebec, 
and west thereof). The rates were published and 


became effective March 1, 1955. The Maritime Provinces 
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at their request, were exempted from freight rate 
equalization in general by virtue of Section 336(4) 
of the Railway Act, which is the section dealing with 
equalization. 

Q. If the equalized class rates had been 
applicable in the Maritime Provinces, would the re- 
sult rant been to increase the rates? 

A. Well, yes, sir, because the equalized 
scale under the terms of the Railway Act would have 

meant the same rate mile for mile throughout Canada, 
and that is not the case at the present time in so 

far as traffic to and from the Maritimes is con- 
cerned. They are made up by the use of arbitraries 
over-the—use at Montreal. 

Q. And that was the specific request of 
the Maritimes to be left in that position? 

A. Yess 

Q. And it is recognized by statute? 

A. Yes, it is recognized in Section 336(4). 

Q. That is what you are referring to in 
your testimony? 

A. ves. 

Q. Would you please discuss normal com- 
modity rates as they are known in freight traffic rate 

_ circles dealing with general and specific commodity 
rates? 

A. The majority of the traffic carried 
by the railways requires rates lower than the class rat 
to permit it to move freely. To encourage the 


maximum movement of these goods for the mutual benefit 
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of industry and the railways, there have been estab- 
lished over the years many of these rates, which are 
known as normal commodity rates. 

Normal commodity rates of general application 
are arrived at by determining the level generally 
necessary to permit free movement of the traffic and 
with relation to the level of the class rates which 
apply under the Classification rating. In this way 
the commodity rates give effect to the various factors 
used in allocating Pavinge in the Classification as 
well as the special needs of the producers, while at 
the same time maintaining uniformity of treatment. 
This approach is recognized by the Board as stated at 
page 9 of the Interim Report to the Governor in Council 
on Equalization of Freight Rates, dated March 25, 
1955: 

"Even ‘commodity! rates must be condi- 

tioned aponowns classification to a large 
extent; the 'class' in which an article is 
established in the freight classification 
indicates its general relationship to other 
commodities and what place it should reason- 
ably occupy in n° commodity" tariffs; 
moreover the rules and conditions of carriage 
relating to all articles and commodities are 
contained in the freight classification." 

Q. Now, Mr. Roberts, as to the commodity 
_rates.-that you have been discussing, arethey mileage 
rates? 


A. Well, basically, Mr. Sinclair, they are 
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mileage rates. They are all related to mileage, and 


they are published as mileage, but some are published 
as specific, that is, point to point. 

Q. What is the basis, then, where you depart 
from the mileage rates and the commodity rates and 
you go to ies specific? What becomes the basis then, 
on the point to point rate? 

A. Well, they are still related to mileage. 

Q. They are still related to mileage whether 
they are point to point or general? 

A. That is correct, sir. 

Q. And when you are determining a specific 
commodity rate, what is the factor that results in it 
being published rather than staying with the straight 
mileage rates of normal commodity rates? 

A. Well, mileage is a factor, but then there 
are other considerations. 

In determining normal commodity rates for 
specific movements between particular points, the cir- 
cumstances are analyzed in relation to the eee 
movement and the rates are set at a level designed 
enna ks the maximum possible movement of the traffic. 
In establishing specific commodity rates, full weight 
is given to the length of haul and such special 
considerations as may be found to prevail in addi- 
tion to the fadberatubdeh enter into the establishment 
of mileage or general commodity rates. 

In making commodity rates, whether general in 
application or specific polntate point, the railways 


endeavour to establish a level which will encourage the 
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maximum movement of traffic with the maximum net 
return to the. railways. The level is not set arbi- 
trarily by the railways but is only determined after 
negotiation with the shippers when all phases of the 
problem are considered. | If a shipper is not satisfied, 
he can lodge a complaint with the Board and obtain a 
ruling as to what a just and reasonable rate should be. 

Q. Do you have many shippers after your 
negotiations filling complaints with the Board? 

A. No, meirs we generally are able to reach 
mutual agreement, through negotiation, es shippers, 
Mr. Sinclair. 

MR. SINCLAIR: Now, Mr. Chairman anda 
members of the Caiieadep rs I wish to discuss with the 
witness competitive rates and agreed charges. 

Q. Generally speaking, Mr. Roberts, in 
a summary way, would you deal with this group of freight 
charges, competitive rates and agreed charges? Do 
you group them as _— when you are thinking of freight 
rates, generally speaking? 

A. No, they are two separate and distinct 
items; each has its own merits in the freight rate 
structure, and we treat them separately, according to 
the circumstances. 

| Q. I see. Then would you discuss them as 
you feel would be of most assistance to the Commission? 
he. The railways in recent years have been 
faced with increasing competition from other forms of 
transportation, many of which are unregulated in the 


setting of rates, which are not in many cases in such a 
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form as to. be available to the public. 

In meeting the competition of other forms of 
transportation, the railways must comply with the pro- 
visions of Section 334 of the Railway Act, which sets 
out the rules governing the publication of competitive 
rates. 

Q. Mr. Roberts, you said just a moment ago 
that rates of some of the railways! competitors are in 
some cases in a form not available to the public. Just 
what did you mean by that? 

A. Well, they are not published in tariffs 
for general distribution to the public as are the rail- 
ways! tariffs; limited supplies in some instances are 
available. For example, in Ontario and Quebec there 
are tariffs available; they have a tariff bureau, and 
likewise in the Province of British Columbia they 
have a tariff bureau, representing a great number of 
highway carriers operating im those provinces. 

Q. They contract the rates? 

A. Yess | 

Q. And ae those rates which are under 
contract available to the public, say, in British 
Columbia? 

A. No; to my knowledge, no. They are filed 
with the Public Utilities Commission in the Province of 
British Columbia. There is one copy filed with then, 
put it isn't available for examination by other than the 
parties to the contract. 

THE CHAIRMAN: They are available in Manitoba. 

MR. SINCLAIR: Yes: 
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Q. In these other provinces it is different, 


Mr. Roberts? | 

A. I would agree with Mr. MacPherson, sir. 

Q. The situation can vary from province to 
province? 

A. It does, Mr. Sinclair. 

Q. For instance, in Alberta, what is the 
situation generally there? 

| A. In the Province of Alberta, Mr. Sinclair, 
there is no. control kept over the operations in the 
matter of rate-making of the truckers. 

Q. And are there some provinces in the 
Maritimes eae are. Similarly situated in regard to that? 

A. I believe in the Province of New Brunswick, 
Mr. Sinclair. 

Q. We are just trying to do this in a general 
way, Mr. Roberts. I think possibly it might be well to 
ask you this: in your opinion, would it be of assistance 
as a traffic man dealing with shippers for shippers to 
have available at all times all types of truck rates like 
railway rates are available? 

A. I would say so, Mr. Sinclair, because 
then we would know, the railways would know what the 
published rate was between two points with a particular 
highway carrier, and likewise it would be available to 
a shipper, because if there were two shippers competing 
they wold know what their rates were with their com- 
petitors. 

Q. And would the mere publishing of a tariff 


rate result in those charges being available to all peopl 
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like they are on the railways? Has that been your 
experience where rates are published and filed by some 
of your competitors? 

A. Well, I don't know about that particular 
angle, Mr. Sinclair, whether they use one rate for one 
shipper and another rate for another shipper. I 
wouldn't answer that; I don't know. 

Q. In the light of your answer earlier that 
you think rates should be published and available like 
all media of transportation, do you think there should 
be any penalty for non-compliance? 

A. Well, I think there should, sir, because 
they are a common carrier and there is a penalty in 
the Railway Act against the railways for non-compliance 
of tariff rates, and I think that:the same sort of 
situation should govern. 

Q. And in some of the provinces is there 
such a provision,penalty for non-compliance with tariffs? 

| A. I think there is in the Province of 
Quebec. | 

THE CHAIRMAN: I think we can adjourn now. 

Before we adjourn, there are so many questions 
as to dates and witnesses that I felt we might profitably 
tomorrow morning, off the record, consider dates and 
where we are going to meet, and I wish that counsel 
would think over the matter. With Emergy Boards, 
and so on, sitting, it is a question of some trouble. 
But I think we should consider just what we should do 
so that everyone will know where they are going and 


what to expect, and so on. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Roberts, Ga. 3299 
(Sinclair ) 


MR. SINCLAIR: I am sure this must be a 
question in the minds of my friends. What time 
would the Commission like to meet with counsel? 

THE CHAIRMAN: I think we may meet at ten 
o'clock with counsel here, because one of the things I 
found since we met this morning is Mr. Frawley's 
motion which is to be dealt with tomorrow morning. 
There is a question of witnesses, and so on, there, 


and I think probably at ten o'clock tomorrow morning 


we can have an off-the-record talk and discuss where we 


are going, what we are going to do. 

MR. SINCLAIR: I must say Mr. Frawley isn't 
here. As far as I knew, sir, as to his motion on 
what I call Point No. 1, I think he was. only looking 
for a date to be fixed in regard to that tomorrow. 

I don't think he was going to go further than that. 

THE CHAIRMAN: I know, but it may be con- 
tingent upon when he can have the witness here 

MR. MAURO: We have been in touch with our 
experts in the United States, and I think Mr. Frawley 
this morning gave the report on that to counsel, and 
I think we may as well do it all at one time tomorrow 
morning. 

THE CHAIRMAN: Ten o'clock tomorrow morning. 

In that respect, Mr. Macdougall, you stated 
that you would have your case, your case would be 
ready. When would you want that to go in? And the 
same is true with you, Mr. Sinclair; you have further 
questions you want brought to the attention of the 


Commission? 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 3300 


MR. SINCLAIR: Oh, I understand now, Mr. 
Chairman. What you are saying is that we should 
turn our minds to all the work of the Commission, 
including such matters outstanding in connection with 
the phase we are in now and all other phases. 

THE CHAIRMAN: Museieaite are going and how. 

MR. SINCLAIR: And at what time. 

THE CHAIRMAN: And at what time. 

MR. SINCLAIR: We will certainly turn that 


over in our minds. 


---Luncheon adjournment. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO 3o> 1 


---On resuming at 2.00 p.m. 


THE CHAIRMAN : All right, gentlemen. 

MR. FRAWLEY: Mr. Chairman, before the cross- 
examination resumes, I would like now to tender the 
statement eae I was discussing with Mr. McCoy this 
morning. It was taken by the reporters for the pur- 
poses of the transcript, and that is why I could not 
give’ it’ to you ‘earlier. I would offer this as 
Exhibit No. 86. 


---EXHIBIT NO. 86: Schedule of Rates. 


MR. FRAWLEY: I have one copy which Mr. 

McCoy is going to return to me, and I will have typed 
copies made so that the Commissioners may each have 
one. 

THE CHAIRMAN: When you were out this morning 
we had the problem of dates which was exaggerated by 
your own memorandum as to your own witness in the 
Motion. 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: Now, that being so, we have 
decided that tomorrow morning we will devote properly 
to the whole question of dates. 

MR. FRAWLEY: Thank you, sir. 

THE CHAIRMAN: Mr. Sinelair, 

IR. SINCLAIR: Well, I think the arrangement, 
Mr. Chairman, was that at two o'clock Mr. McCoy would 
‘go back into the witness box to be cross-examined by 


Mr. Blair. Mr. Roberts will stand down in the interim 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO McCoy, cr-e=x 3302 
Blair 


CHARLES LESLIE McCOY, recalled 


MR. BLAIR: Mr. Chairman, again I would like 
to express my thanks and the thanks of the Province of 
British Columbia for the consideration which has been 


Shown to us. 


CROSS~EXAMINATION BY MR. BLAIR: 

Q. Mr. McCoy, I would like to direct your 
attention to page 7 of the memorandum of the evidence 
which you presented. 

In the first paragraph, second last sentence, 
the following occurs: 

". . . the railways find it difficult to improve 
their overall average revenue per ton mile with- 
out attempting to place on the non-competitive 
traffic the burden of increased operating costs." 
Now, Mr. McCoy, when you say that, are you suggesting 
that some traffics bear a much greater rate or carry 
a much greater rate than the actual cost of the movement 
would justify? 

A. What I am saying there, sir, is not based 
on cost. It is based upon the problem of, perhaps, 
pricing yourself out of the competitive market. In 
other words, the railways do not desire to lose com- 
petitive freight, and the competition in many cases 
sets the price for us. 

On the other hand, I want to assure you that 
our competitive rate of traffic is, to the best of our 
knowledge, compensatory; but not, naturally, or in 


many cases as high as we would like to have it. I am 
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~ ANGUS, STONEHOUSE & CO.LTD. - 
TORONTO, ONTARIO McCoy, er=-ex 3303 


(Blair) 


not going on cost of service on that one altogether, 
a eg 

Q. Have you any instances in your mind of 
non-competitive traffics which bear a burden in excess 
of their cost? 

A. I wouldn't call it a burden. My point 
is that on what you might call the transportation traffic 
or the normal rate of traffic, the railwaystry to put. 

a rate in that will permit free movement of traffic and 
at the same time cover all their expenses plus something 
more. 

Now, we have high rates and low rates, as you 
know;although I do not believe that any of them are 
out of line under presentday conditions. And, by 
the same token, the word "burden" -- I am not too keen 
about that one because, after all, transportation is only 
one segment of a business transaction. Sometimes I 
think it is over-emphasized., 

Q. The word "burden" occurs in your statement. 

AY. I realize that, sir, and I think it slippe 
in there when I wasn't looking. 

Q. Perhaps you wish it wasn't there now? 

A. Well, frankly speaking, I do not like the 
word. 

Q. Mr. McCoy, you have no examples which 
. come readily to your mind of traffic which bear a 
large burden of operating costs? 

A. Well, you would get me into a matter of 
degree there. I would assume that anybody that paid 


a class rate would say he is suffering. Well, I do not 
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TORONTO, ONTARIO McCoy, CPr=-ex 3304 
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agree with that, definitely; but I do know that class 
rates are certainly not looked upon with favour in 
industrial circles. In fact, if a man says he is paying 
a class rate, it is almost the same thing as saying, 
"You are trying to kill me," and that is not quite so. 

Q. I find a little difficulty with the state- 
ment you have made that the competitive rates are com- 
pensatory but they are not compensatory enough, I gather? 
| A. Well, we would like to have them on a 
normal level. But, unfortunately, we are restrained 
from doing that. 

Q. What would a normal level be? 

A. Well, your normal commodity rate level. 
In other words, let us assume for the moment you have a 
normal class or commodity rate. Competition comes along; 
you may have to reduce that. Well, naturally, as 
ordinary pedi neat men we would prefer to maintain our 
price at the normal class or normal commodity rate level. 
We make commodity rates when we feel that the class rates 
are perhaps restricting the free movement of freight. 

Q. Well, now, may I just ask you this. Am 
I to gather from wnat you are saying that the competitive 
rates are compensatory; the commodity rates are more than 
compensatory; and the class rates are much more than 
SHER URE Peete oy 

A. Well, that would be one way of putting it. 
I think you would be straining quite a bit to put it 
that way. I lactandey myself, that a commodity rate -- a 
Gases ic compete ys rate -- is an apprapriate or..proper 


level for certain kinds of traffic. And a class rate, 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO McCoy, Ccr-ex 3305 


(Blair ) 


by the same token, is also an appropriate rate. 

in other words, because. you pay a class rate, 
that does not say that you are restricted or your 
movements are restricted. Frankly, ae industrial 
profit may not be the same, but, by the same token, 
as long as the class rates do not preclude the free 
movement of trade and we get a return to the railways, 
it does not matter. 

Q. My interpretation of what you are 
Saying is that if you are unfortunate enough to have a 
commodity which is not the subject of competition from 
any other form of transportation, then he will pay a 
class rate? 

A. I am not saying that at all, sir. What 
I said was when we establish a normal commodity rate. 

Q. I am talking about the class rates, now. 

A. Would you. please repeat the question, 
sir? 

Q. My interpretation -- and I do not want 
to be unfair to you -- from what you are saying, my 
interpretation is that if a person is unfortunate enough 
to produce a commodity which cannot be carried by any 
competing form of transportation, then he will pay a 
class rate? 

A. Oh, no, we do not say that. No, sir, 
we do not. 

I have said before that if we find the class 
rates are not appropriate, then we will make a commodity 
rate. That is a normal business practice. I think 


you will admit that. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO McCoy, cr-e=z 3306 
(Blair ) 
Q. Under what circumstances do you find 


that a claps rate is not appropriate? 

A. Well, for many years -- I am not sure 
today; although I think, generally speaking, I am 
correct -- we had many rates classifying 5th Class. 

One, we reduced the rating to 7th Class. Acid is 
what I have in mind. We found that the 5th Class 
rate was not permitting the free flow of freight and, 
uber negotiation with industry itself, we reduced the 
level to 7th Class. 

Q. Why did it not permit the free flow of 
freight? | 

A. Well, what industry told us, or, convinced 
us, I should say, was that the rates were too high; they 
were out of line with the value of the commodity it- 
self; as such, they felt they should have a reduction. 

Now, whether or not we were right or wrong 
is another matter, but that is one of the ways we 
handle the commodity level. In fact, we have been 
doing that for years, and I think the development of 
the country indicates we used pretty good judgment in 
our rating commodities on a normal commodity basis in- 
stead of on a class rate basis. 

Q. But you did not put it into another class; 
you gave it another class rate and called it a commodity 
rate? 

A. Yes, sir. As a matter of fact, we did 
not make an exception rating as they would in the 
United States. We took the origin points and published 


specific rates. 
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‘ ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO McCoy, Cr=-6z 3307 


(Blair ) 


Q. Would this be a commodity where if it 
did not move on Canadian railways it would be brought 
in from the United States? 

A, It could have been brought in from the 
United States, but I am testing my memory here -- I would 
say the international level would probably be as high or 
a little higher than the Eastern Canadian level. 

| Q. This is a clear case of an example of 
miscalculating what the shipper would pay? 

A. I do not agree with the word "miscalcula- 
ting” I say we acted as ordinary businessmen. We 
tried to put Wtotaccs on the railways and have a free 
movement of traffic. 

Q. It sounds to me that what you are pro- 
pounding is the principle of what the traffic will bear? 

A. That is a rather cruel phrase. I think 
a just and reasonable rate would be more fair. 

| "What the traffic will bear" are words I do 
fiet-like: “A "just and reasonable rate" are the words 
I would use. "What the traffic will bear" is a 
phrase that has been whipped around for years, most 
unfairly, with the railways. I think it originated 
with a railway man, but I think he had a night out before 
he made that statement. 

COMMISSIONER MANN: Mr. McCoy, some people 
have felt a better way of expressing that is "not to 
charge what the traffic will not bear". That makes 
it sound less cruel, doesn't it? 

THE WITNESS: I would say in other words we 


try to have a realistic approach. That is as far as 
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. ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO McCoy, cr-ex 3308 


(Blair ) 


we go. 

MR. BLAIR: Q. Mr. McCoy, I perhaps 
should not review something which counsel for the 
Canadian National Railways may intend to do, but it 
is my understanding that you have prepared a statement 
in exhibit form comparing grain rates? 

A, As I understand, sir, you mean in the 
exhibit tended to Mr. Guest some time ago covering 
rates to Vancouver? 

Q. Yes, that is right. 

MR. SINCLAIR: Would you care to have that 
introduced now? 

If I may interrupt for a moment, Mr. Chairman, 
we were asked by counsel yesterday to indicate’ the 
difference between the import level and the export level 
for carrying grain, and Mr. McCoy has had a statement 
prepared which I would like to file with the Commission. 

THE CHAIRMAN: You may do it now. This 
will be Exhibit No. 87. 

---EXHIBIT NO. 87: Statement showing rates on 

| grain and grain products from 
representative points in 
Alberta to Vancouver, B.C. 

MR. BLAIR: Q. Mr. McCoy, the Commission 
and yourself are looking at this exhibit, which I 
understand is now Exhibit 87. Would you be good enough 
to look at the second line? The point of origin is 
Calgary. Now, am I right in assuming that if I ship 
grain to the City of Vancouver for export it costs 20 
cents per hundred pounds, but if I ship it for domestic 


use it costs 66 cents per 100 pounds? 
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i ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO McCoy, cr-ex 3309 


(Blair) 


A. That is correct, sir. 

Q. Mr. McCoy, is there any reason -- is 
there any greater cost involved in shipping for domestic, 
as compared to the export rates? 

LAAs Well, sir, when you are discussing cost 
you are away out of my field. I am sorry I cannot be 
of any hele on cost. 

I will say, in explanation, the general theory 
of export rates is they comprise: only a portion of 
the through transportation charge. And, while I am 
not advocating the 20-cent rate is correct -- not by 
any manner or means -- it is held down by a Board 
Order No. 448, as I recall it. But, it is only a 
portion of the through transportation charge, and I 
should perhaps here state that both the Interstate 
Commerce Commission and our own Canadian Board have 
recognized that export rates are generally -- not 
always, but generally on a lower basis than domestic 
rates. 

Q. Mr. McCoy, I take it that you have read 
the submission of your company with reference to 
the so-called Crow's Nest rates and related rates on 
grain. Is it not a fact that your company is pro- 
posing that in order to recoup the cost of your company 
that these rates be increased by a percentage of 
approximately 125 per cent? 

A. It is not a proposal. What we have 
said is -- I am reading now from the bottom of page 13 
of my precis: 


"Consequently, we have submitted the 
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“ ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO McCoy, ecr-ex 3310 
(Blair) 


information on rates past and presently 
applicable in Canada and in the United 
States along with an indication of the level 
that established rate-making principles 
would suggest, in order to assist the 
Commission to determine what would be a 


just and reasonable level of compensation." 


(Page 3315 follows) 
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* ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO McCoy ; cr. EX. 3325 


(Blair ) 


Q. Mr. McCoy, I am not going to quibble 
with you, but I will tant read to you paragraph 10 
of what appears to be the concluding branch of your 
submission, which reads as follows: 

"The application of conventional rate 

making principles shows that an increase 

of 125 per cent could be made in the 
existing rates without disturbing the 

1927 commodity to class rate relationship’, 

A. That is mechanics, sir - "...could 
be made in existing rates without disturbing the 1927 
commodity to class rate relationship". 

Q. Are you familiar enough with the 
balance of this submission to be able to say that the 
basis of the case which the railways are making is 
that this scale increase would cover their cost for 
shipping export grain? 

A. That is my understanding, yes, sir. 

Q. If one were to apply the increase of 
125 per cent to that rate of 20 centscfirom Calgary: 
to Vancouver, one would get a new rate of 45 cents. 

A. That would be correct, sir. 

Q. Now, Mr. McCoy, can you tell me why 
it is that the shippers of domestic grain are paying 
a rate of 66 cents which, by your figure, is 21 cents 

per 100 lbs. more than the cost of shipping that grain? 
MR. MACDOUGALL: Mr. Chairman, perhaps 
before Mr. Me Coy answers that question - I don't 
say it is not a fair question to put to Mr. McCoy, 
but the question, as I understand it, is relating the 
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* ANGUS, STONEHOUSE & CO. LTD. McCoy, cr. eX. 3316 
TORONTO, ONTARIO (Blair) 


66 cent rate to cost, and, as Mr. Blair knows, and 

as a matter of public interest, the question of 

the level of these rates was before the Supreme Court 
of Canada as to whether it should be on the export 
level, and the Supreme Court threw that suggestion 
out and said that there was nothing wrong with having 
the two levels of rates, So I don't think it is 

a& proper question to ask Mr. McCoy, when that matter 
has been dealt with in the Supreme Court, 

MR, BLAIR: I think it is an extraordinary 
proposition that because the Supreme Court of Canada, 
on the basis of the present wording of the Railway 
Act, it should be precluded from this submission, 

MR, MACDOUGALL: Mr. Chairman, the citation 
is The Minister of Agriculture of British Columbia 
versus Canadian National Railway et al, 

1959. Supreme Court Reports, page 229. That was 
an appeal by British Columbia, Mr. Blair's clients, 
against the railway. 

THE CHAIRMAN: What is the question again? 

MR, BLAIR: May I give it to you shortly, 
Mr, Chairman? 
| THE CHAIRMAN: Yes. 

MR, BLAIR: The problem I should like to 
present to Mr, McCoy as a rate-maker is this: why is 
it that the domestic grain rate to Vancouver should 
be fixed at a level where it appears to be at least 
21 cents pa’? 100 lbs. greater than a rate which would 
fully reimburse the railways for their costs? 

THE CHAIRMAN: I think that is a question Mr. 
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“ ANGUS, STONEHOUSE & CO. LTD. McCoy, cr. ex. 3317 
TORONTO. ONTARIO (Blair) 


McCoy should answer, 

THE WITNESS: Well, the 45 cents on any 
freight is suey part of the through transportation 
charge, and, furthermore, I do not think you or 
anybody else in Canada would want to do anything that 
might disturb the free marketing of export traffic, 
If we added the ocean rate to the rail rate you might 
find it higher than 66 cents, the through transportation 
charge is materially higher than 66 cents. In both 
the United States and in Canada they have had many 
instances lobia them where they justified the 
railways having lower export rates than domestic 
rates. This was before it was changed by the 
Interstate Commerce Commission and the Canadian 
Transport Board. 

Q. I say to you, in view of the submission 
that the railways are making to this Commission, that 
you or I are missing the significance of what has 
been in issue here for the past few days, because 
surely what your company has submitted is that it is 
entitled, as a right, to recover its full cost from 
this export traffic in grain, and there has been 
nothing I have read, although I haven't been here all 
the time, about the general question of export 
policy. You are determined now, for reasons of 
public policy, to recover your full cost of traffic, 
and I just put that to you so that you will have an 
opportunity to consider whether your answer to my 
question doesn't entirely miss the point. 


A. I do not miss the point. I differ with 
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i ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO wri 7.) eX. 3318 
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you, I am sorry to say. 

THE CHAIRMAN: Of course, the rest is 
subject to argument. 

MR. BLAIR Q: This is the only 
explanation you can offer at this time as to why there 
should be this disparity between these rates? 

a I think it is logical, Mr. Blair. 

MR, MACDOUGALL: I think if Mr, McCoy 
was asked to give a full explanation of the difference 
between export and domestic rates he could say a lot 
more than he has said here in the court room this 
afternoon, It should be noted that his explanation 
is very cursory when you consider the whole aspect 
of that problem, which is quite a detailed one, as 
you will understand, 

MR, BLAIR: Well, the Chairman has ruled 
that this question never gets into the realm of 
argument, but I could only finish by saying that the 
question hasn't been answered. 

MR, SINCLAIR: Because it wasn't clearly 
put, possibly. 

MR, BLAIR: What Mr. Sinclair's intervention 
suggests to me is that perhaps his witness Mr. 
Roberts will be better to answer. 

MR, SINCLAIR: We will take it as notice, 
and he will have a lot more time to eee all the 
reasons that Mr. McCoy couldhave told. We always 
like questions from British pra edi or any other 
province. 


MR, GUEST: You knew it was coming. 
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MR, BLAIR: There is one other question 
that I would like to draw Mr. McCoy's attention to, 
and that has to do with the question of the measuring 
of revenue at page 4 of his submission, I am looking, 
Mr. Chairman, at the first paragraph of page 4, and 
I think it is fair to say, from the wording of this 
paragraph, that Mr. MeCoy is of the opinion that 
the best index of railway revenue is the revenue per 
ton-mile, 

Qe Is that a fair statement? 

A. Yes, sir, I would say so. We have 
other yardsticks, but I personally feel that the 
revenue per ton-mile is a basic anchor, 

Qe If you use revenue per ton-mile as. 
your yardstick --- 

A, That is one of the yardsticks. 

Q. As a yardstick, are there any areas 
where it is deficient, where it will not show the 
full picture? 

A. I do not know whether there are any 
areas. in“fact, © don't get the import of the 
question, because under equalization proceedings we 
are supposed to have the same level of rates all 
over the country. We are not talking of competitive 
rates, of course. 

| Qe Are there any factors in the 
assessment of Set twaly revenue and costs which this 
index ton-mile revenue would omit and not give 
proper weight to? | 
| A. Well, Mr. Blair, as I have testified 
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before, when we get into what we call our low spot 
rates we invariably have a lot more cost. on it. 
It may well be steel 

Qe Low spot rates? 

A. Yes. Now, it may well be that as 
we proceed with our costing there will be areas where 
our costs will be higher than any other places, and 
that will bring about the result of perhaps a higher 
ton-mile rate required in other sections, and that 
will also be strongly resisted by other industries 
in the country - so and so has a ton-mile rate of 
so many cents and we want the same thing, and you 
could find different costs all over the country. 

Q. Mr. McCoy, on this question of costs, 
would the factor of ton-mile give you any indication 
of the advantages of one type of loadability over 
another type? 

A. I am not qualified to go into the 
costing field. We have our cost witness who can 
answer that one, sir. 

Q. And just taking your evidence here, 
Would you feel qualified to offer an opinion as a 
measurement? 

A. Yes, aS a measurement, but when you 
get into costing, that is out of my field @mtirely. 

Qe Let's approach this from the standpoint 
of revenue. Isn't it a factor of loadability if 
you have a commodity which can be loaded up to 70 
thousand lbs. per car? 


A. We have varying loads, yes, sir; there 
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is no question about that. 

Q. Wouldn't that rate, bearing in mind 
its loadability with the per ton index, per ton-mile 
index, give you the whole story on revenue? 

A. It would give a better picture, I 
think, There is nothing perfect in this picture, 
but, in my opinion, your per ton-mile is your best 
‘yardstick, because it indicates the work performed. 

Q. But if you are carrying 70 thousand 

lbs. in one car and 20 thousand lbs. in another you 
are performing another type of work? 

A. “We are performing a different type 
of transportation. It may be better to haul the 
70 iuacauaad lbs. rather than the 20 thousand lbs. 

On the other hand, if you have a crowded market your 
70 thousand lbs. is not worth a --- , 

Qe Wouldn't you measure this in terms 
of work the railway does? If you carry 70 thousand 
lbs. in one car and 20 thousand lbs. in another, 
in terms of work performed you can get more revenue 
from the 20 thousand than from the 70 thousand? 

Ae That could be under different rate 
levels, yes, sir. 

Q. So an average per ton-mile doesn't 
give you any real indication of the actual revenue 
you receive from particular traffic? 

A. We think it does. 

Q. What about denstty of traffic? 

- Would that be a fact -- would part of the amounts 


be taken by the: per ton-mile indices? 
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A. As I would understand your question, 
you are working on the theory of costs, traffic 
density. Costing is out of my field, sir. 

Q. What about the question of intermediate 
switching and other work which is performed on trains 
travelling a long distance and these things which 
affect your revenue or your cost? 

A. Intermediate switching is a switching 
performed from one line from aridwhn: Pacific: to 
Canadian National. 

Q. An interruption in traffic or 
travel which some traffic is subject to and other 
traffic is not subject to. 

A. If we have a through rate - we 
assume we haven't got a direct connection with 
another carrier and we have to use an intermediate 
line, there is the expense of the intermediate 
carrier for his service. 

Qe What about train load rates? Does 
the per ton-mile index give you any real guide as 
to revenue from movements? 

A. We are not allowed to make train load 
rates in Canada. Any time it has been done we have 
had to throw them out. 

Qe I am just asking whether the per ton- 
mile rate reflects the fact that some movements 
occur in large trains and others in small trains? 

A. Well, we have not got uniform 
trains. But I cannot get away from the fact that 


your ton-mile factor is your best yardstick. I cannot 
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understand why the railways are not allowed to make 
train load rates, because, afterall, they are in 
competition and they can take a train load with 
a vessel. If you are talking about in Canada, 
we tried this, and we are not allowed to do it. 
Q. I take this part of your evidence 
to mean that you like the per ton-mile analysis 
for revenue, but you do admit it doesn't fully --- 
A. There are other sass iia tia! seal 
sir. 
MR, BLAIR: I just have one more group of 
questions, sir. | 
| Q. Mr. McCoy, I am looking at the 
submission which was made by Mr. Donald Gordon, the 
President of your company to the Royal Commission 
on Canada's Economic Prospects, submitted at Montreal 
on January 19th, 1956. I will read a couple of 
sentences, and I hope they will not be taken out 
context. At one stage Mr. Gordon says this: 
"There is, therefore, a vital distinction 
rae be made as between traffic that is ¢8-~- 
sentially tied to the rails and traffic 


that is competitive with road transport,” 


MR, MACDOUGALL: Whereabouts is that in 
the statement? 

MR, BLAIR; I am sorry, at page 10, at 
the beginning of the first full paragraph... 

Q. Mr. McCoy, I have read the first 


sentence of that. 
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A. Yes, sir. 

Q.. And then Mr. Gordon went on to say: 

"In the truly competitive field the 

concept of a 'just and reasonable’! 

rate, seems to me, is simply not applicable - 
unless one is prepared to define a 
competitive rate as being ‘reasonable’ 

when it attracts business, and as being 
'just' when it recoups at least the 
out-of-pocket costs of carrying the 


traffic in question," 


Now, this seems to suggest to me that what 
Mr. Gordon was saying - and he said it in 1956, 
before a series of increases were put on, that the 
competitive rates were below normal in the sense you 
have used the word, that they did not recoup the 

full costs of the railways and they cast a burden 
upon the non-competitive traffic. 

A. Well, I think, sir, it would be 


better if you would read another sentence there, 


"To compete effectively the railway 
management must have the discretionary 
power to apply their best judgment 

to the situation at hand, to determine 
the price of their service, and the 
conditions under which the service is 


offered", 


That is the position we have taken for 
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a long time. We feel we would like to make 
competitive maven ad and when the competition exists. 
I admit that they did not give us the old concept 

of normal rates, but forces beyond our control are 
changing ours; we have got to have more competitive 
rates if we want to stay in business. But that 
doesn't mean to say that they should be non- 
compensatory. 

Q. What are the forces which inhibit 
you against making competitive rates on agreed 
charges at the present time? 

A. One force that has contained us in 
one commodity for a long time has been the practice 
of pricing on rail rates when the railways do not 
get the freight, in all cases. Now, what I have 
in mind - let us assume for the moment we put in 
@& competitive rate in the Province of Ontario. We 
do not change the outlay for transportation. On 
the other hand, the shipper in the Maritime provinces 
will bitterly complain we have changed his market 
pattern, and that is really a restraining thing 
on us, We feel that as long as we do not change 
the outlay for transportation we have not disturbed 
anyone's market. - But our patrons have maintained 
otherwise, and I may say vigorously so, As a 
matter of fact, I changed some rates on lumber not 
so very long ago. I had very strong protests 
from some of our Abitibi district in the Province 
of Quebec, friends who said that British Columbia 


was dumping lumber in the Toronto market. I am 
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only repeating what was told to me. I am not in the 
lumber business. They strongly resented the changes 


made, 


(Page 3330 follows) 
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Q. So that your point that the railway made 
then and which you are making now is that with greater 
freedom you might be able to lessen the burden of non- 
competitive traffic? | 

“A. We contend we should have the maximum 
freedom in the setting of our charges. 

Q. But there is no question in my mind or 
in the mind of the president of the Canadian National 
Railways that a burden is now cast upon the non-com- 
petitive traffic: | 

pS aa eS don't understand your statement; you 
say a burden is not now cast upon? 

Q. I say that a burden is now cast upon the 
non-competitive traffic to the extent it has to bear 
more than ihe 7 

A. If anybody feels that the non-competitive 
rates are wrong, they have full privilege to go to the 
Transport Board and have the matter reviewed in detail. 

MR. BLAIR: Those are my questions; thank 
you, Mr. Chairman. 

| THE CHAIRMAN: Thank you. Just a moment, 
Mr. Macdougall. , Yi 

COMMISSIONER GOBEIL: Mr, McCoy, on page 10 
of your precis, the second nal. eane there, you mention 
that the relationship of the commodity rate to the 
8th Class rate dropped from approximately 40 per cent 
in 1899 to approximately 32 per cent, that was in 1927? 

THE WITNESS: Yes. 

COMMISSIONER’ .GOBEIL: «© In the further para- 


graph, you are going to 1959, and you are saying that 
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the relation now is -- at least, it would stretch the 
imagination of someone not familiar with it as being 
a tremendous distortion, and I am not quite clear on 
what its relationship to normal Class 8 class rate is. 
Is it with the 30 per cent class or with traffic moving 
only at the Sth Class rate? 

THE WITNESS: It would be both, sir; in other 


words, Class 30 changed as the rate levels changed 


and in 1899 the class level was lower in cents per 


hundred pounds than it is today. 

Now, increases in the class rates changed 
your percentage from 40 to about 32 on September 12, 
1927, so that is the date when -- to use a loose 
expression -- the rate level settled down for a while. 
Then, as the increases came along, starting at April 8, 
1948, the class rates increased but the statutory 
didn't. The result was that the percentage went 
down. In other words 40 went to 32 and then down to 
255 14, and so on. 

COMMISSIONER GOBEIL: You say the class rate 

THE WITNESS: No, sir, the rate itself; the 

class from 100 down to 27 have all increased. 

MR. MACDOUGALL: A general increase. 

THE WITNESS: Under the general increase. 

COMMISSIONER GOBEIL: You said, Mr. McCoy, 
yesterday that the C.N.R. traffic -- that probably not 
five per cent of it is moving at tae normal rate? 

THE WITNESS : There has been a switch from 


class rates to commodity rates and even competitive rates). 
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That is going on continuously, sir. In other words, 
I would say that your class rate traffic has never been 
static, percentagewise, to your total movement. 

in fact, we have large freight traffic depart- 
ments at Moncton, Montreal, Toronto, Winnipeg and 
Vancouver, and they are constantly making new rates 
as new conditions prompt them to do so, but the class 
rate business, I will admit, it is not as high as it 
was some time ago. A lot of it has been switched to 
pool car operators under our new mixing rules. 

COMMISSIONER GOBEIL: There is less than 
five per cent? 

THE WITNESS: There may be something in that 
vicinity; I didn't put a percentage figure on it, but 
it may be in that vicinity. 

COMMISSIONER GOBEIL: And in that Class 8 
is there one per cent of the whole five per cent 

movement ? 

THE WITNESS: I would not want to put a 
figure on that because I have never made the calcula- 
tion, but I do know that under certain commodity rate 
items there is a fairly substantial movement; not what 
we would call Class 8, but the commodities themselves 

may classify as, say, 45, but the rates may have gone 
down from 30 or 27, but in our commodity rate setup 
we endeavour in many cases to relate our commodity 
rates, our normal commodity rates to the Class rates 
themselves. 

COMMISSIONER GOBEIL: But the commodity rate 
on Class 8 will not move at 30 per cent? 


THE WITNESS: No, the commodities specifically 
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in that classification don't mave. 

COMMISSIONER GOBEIL: Is this relationship 
to a paper rate, as they call it, or actual traffic in 
Class 8? 

THE WITNESS: It could be both, sir, but as 
I said before I haven't had an opportunity of putting 
on ~- making a check, I should say, to determine 
exactly what is moving at class rates when the com- 
modity is also classified by Column 303 we haven't 
done that. 

COMMISSIONER GOBEIL: I don't know exactly 
what it means, this relationship, I being some kind of 
a lumberjack, but I was reading this Equalization Case 
of 1948 on the rate of lumber and forest products, 
and on page -~ you see, that is why I am asking it in 
that connection,and it is 32 and 12 per cent, and it 
is found on page 20 there. 

| MR, MACDOUGALL: Will you tell us which 
Judgment you are reading from, sir? 

COMMISSIONER GOBEIL: What I see here it 
is the one on Equalization, April 7, 1958. 

MR. FRAWLEY: What is the date of the De- 


cision? 

COMMISSIONER GOBEIL: March 3, 1958, I think 
it is. 

MR. MACDOUGALL: That is right. 

MR. SINCLAIR: It is the Lumber Equalization 
Case. 


COMMISSIONER GOBEIL: Yes, that is right. 


On page 20 of that case, from Toronto to Vancouver, 
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they give here the percentage commodity rate as of 
Class 100 as 14 per cent, and I understand that the 
lumber fell in the class of 35 per cent. 

THE WITNESS: Lumber, I think, would be 
Class 27. 
| | COMMISSIONER GOBEIL: ral BY 

THE WITNESS: Yes, the old 10th Class. 

COMMISSIONER GOBEIL: One could take this 
and maybe conclude that using that 14 per cent there 
and say the lumber is moving at 50 per cent of the 
normal Class rate, would that be a statement similar 
to the dher one? r 

THE WITNESS: It could be taken that way, 
yes; it is moving at 50 per cent of the Class rate, 
but I don't know of any lumber moving at a Class rate, 
Now, there may be some, but very, very few carloads 
and I think you will find that the railways, long before 
I was in the business, established commodity rates on 
lumber practically throughout all of Canada, and 
this particular rate here from Toronto to British 
Columbia is no doubt tied down to a certain extent by 
a rate phen an across-the-country point in the United 
States. I have not checked the details of this rate, 
but that well could be the case. 

COMMISSIONER’ GOBEIL: You just said 
what I had in mind. A statement like a 50 per cent 
or 12 per cent -- when we say that, the lumber is 
moving at 50 per cent of the normal class rate? 

| THE WITNESS: Yes. 
COMMISSIONER GOBEIL: But that is what you 


said, that no lumber is moving at a class rate? 
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THE WITNESS: No, but it is classified. 

COMMISSIONER GOBEIL: And no grain moving 
at the class rate? 

THE WITNESS: I wouldn't know of any moving 
at a class rate today. 

MR. SINCLAIR: I might not be following vane 
but I think the railway's point, sep? #4 that it is 
the change in the percentage relationship to the class 
rate over time. What these traffic witnesses are 
Saying -- and I am trying to be helpful because if 
you are not accustomed to talking to them they are 
sometimes a little difficult to follow --- 

THE WITNESS: That is right. 

MR. SINCLAIR: What he is saying is that it 
is the change in the relationship over time. That is 
what the railways are saying there, £0 tie tdasae; ub 
you want to make comparisons like that then you have 
to take change in relationship over time rather than 
taking percentages, and that is why he is answering 
you that 40 has gone to 32. 

COMMISSIONER GOBEIL: It is 52 to 12 that 
I mean. ui 

MR, SINCLAIR: It is the change in the re- 

lationship over time; that is the way we would express 
Oh ae 

COMMISSIONER GOBEIL: Thank you. 

THE CHAIRMAN: Mr. Balch? Mr. Mann? 

MR. MACDOUGALL: I was going to say this, 
it might be of help to Mr. Gobeil, that in the Waybill 


Analysis of 1958 at wmge 3 where the class rates are 
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recorded, that the Class 30 is just what you have been 
speaking of here, and it records 25 carloads moved 
under Class 350 during that year. Lt is recorded by 
the one per Jétie ts akpre of the Waybill Analysis, and it 
appears that the total is 1,035; that is what is recorded 
in the sample. | | 

| MR, FRAWLEY: Where was the class rate move- 
ment? . . 

MR. MACDOUGALL: He was asking about the 
volume that moved in Class 30 and in relation to the 
prior 1058 | 

MR, FRAWLEY: Does it show somewhere? 

MR. MACDOUGALL: It doesn’t show that. 

THE WITNESS: I think before ‘that we would 
have to get thie cards and find out the details of the 
traffic because it may be thatonmentt of the Class 30 
was what we might call an exception rating. 

MR. MACDOUGALL: It eouiae net 

COMMISSIONER MANN: Mr. McCoy, this morning 
in reply to Mr. Frawley you aia? "Tf we had freedom 
in all our rates we might make a much better showing." 
Now, this afternoon just a few minutes ago in reply. to 
Mr.Blair you stated, "We should have maximum freedom 
in the setting of our charges." 

Now, I wonder whether you and I can run over 
some of the things which perhaps you neene Paha in- 
hibiting under the present regulation --- 

THE WITNESS: In the present --- 

COMMISSIONER MANN: The present way the 


Railway Act is phrased. For instance, would you 
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consider it advisable to be exempted from any re- 
quirements of publishing rates? 

THE WITNESS: speaking personally, sir, I 
feel the railways should be in the same position as 
industry, but 7. wewad a this rai I.see no objection 
uabon being subject to publ sites /maximum rates and 
file those rates with the Board, but they should not 


be made public -- we should have maximum freedom to 


price our commodities the same as sugar and tea be- 
cause, first, the old concept has largely gone due to 
other methods of transport and, secondly, transporta- 


tion is only one part of the business transaction, 
: Those are the two main reasons which I have, 
sir, and I ae might cure what I aa believe 
to be many of the vite on the prices of commodities.. 
For example, you ake have a: ce aaiee priced at, say, 
ERE ete and with a difference in freight as compared 
to a Toronto movement, but what are the costs of pro- 
ducing a commodity, say, at a point like Saint John 
or Halifax got to do with the cost of producing the 
same commodity at Montreal? I think you know the 
organization which I am speaking about there, sir; that 
is No. 1. ate 

No. 2, in many cases the railways may not 
even get the freight. Now, why should the railways 
be subjeqked to a tax, as they have been in the past, 
by people who don't use the railways and use other 
methods of transportation? They insist that the 
Seana rates must pe AR to suit their 
immediate a economic setup. I think it is definitely 
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' wrong. That is my personal opinion. I have not con- 
ferred with my executive on that, we former executive, 
on that one. I know it is a shocking theory in many 
Sie date Att that is my personal view. I do feel that 
the railways should have greater freedom, and I have no 
illusions, I don't say that the rates will remain 
private, it will be impossible to keep them private 
because there would be ne odd invoice pass around, and 
you know how ous entn be, done better, perhaps, than I 
do. 

COMMISSIONER MANN: I don't know about that. 
Then, ise dad etaie ace as 30 days' notice of increases 
and three days! Mien of decreases and requirements 
governing sees rate notices, they wouldn't be neces- 
eit eon 

THE WITNESS: Well, sir, fortunately we feel 
we may get some relief on the 350 days! cancellation, 
but whether or not it ‘eicicin Ob Hameo Waid aan wiles Wade 
year or couse don't know. That is a specific regula- 
tion of the Board. However, certainly it is very 
frustrating to try and get a rate put in on Shere notice 
of less than 30 days from, say, Montreal to Chicago, or 
Montreal to Buffalo, where there are only two or three 
lines in the United States. ‘Their pattern over there 
to me is very restricted. 

What I have in mind is, let us assume for the 
moment that you have 20 tons of freight per month and it 
is ready to move right away. Well, you are held up by 
the Interstate Commerce Commission for a month and. then 


you have to track them down and there is a second 
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application for approval, and that means writing up a 
story, and if somebody had a good breakfast in Washington 
you may get it, and if they had a bad breakfast you may 
be turned down. | 
COMMISSIONER MANN: I was thinking about do- 
mestic rates and the classifications of the Railway Act. 
THE WITNESS: Coming back to that, we can make 
a reduction on three days! notice. If you want to make 
it in one day you have to give vide chapter and verse. 
The special rate noted is not always applicable and we 
can only use’ it from two local points; you can't use 
them on competitive, but in any event it does seem strange 
that a bulk commodity like flour. can move by vessel from 
Port Arthur to Toronto, Hamilton or any point in the 
east and with no rate notice issued, nothing covered 
in any rate, but once it is with the railways it has to 
be tied up in a tariff, and that seems to be wrong. 
COMMISSIONER MANN: The Railway Act has sec- 
tions dealing with unjust discrimination and undue 
preference; do you think that is inhibiting the freedom 
of the railways? , 
THE WITNESS: I would think that the word 
"discrimination" is very much overworked. 
COMMISSIONER MANN: I. said unjust athee nt areson 
in the meaning with which we are familiar. 
THE WITNESS: I will deal with the phrase 
"unjust discrimination"; I don't think for one moment 
that any railway company deliberately goes out and tries 
to create any unjust things, I think they try to be fair 
to them all, but when the party doesn't get the rate he 


ae an wf 


: VA oT { iy nati 
* *® i yh Pe ) : iy i one 
es : : : 


“a an " i * 
aa! 


nodgetiasW mt fadmioets sii s rr xX 
} | 

| Yank WOT alee ope 8 paul menlt ated ae gor 
) 

: ; 4 


ie 


“,fWOb 4 
~ob dwveds git tsiertels Baw TL | Saas pmo TaRTMMOS 
von Wewd Devt edit Yo Bere Le olttasslo ectd bres ‘gets 
oxse sais. SW ant ¢ 6d Host per een :easMrlW HD 

Hien ‘ot Siraw wow at: SEPM teysb cont a ho ty® 


erav brs, cotqads) ens ev ts od ever OY ¥SBb on 


; Pe ee a : uanbaein a i Pi. tee 
oy bois ofdeolicas ayswis gon ef Befom sist Is iogg 


7 
i ih , , 
sty ¢tireso voy tetetog Issel ows mort oF oar 
| - 
SF a 4 o6 3 THSVS Wire at gud ,evisivegnos 0 mods | 


p tasis | 


I 
4 

| fort Losesy wd svom aes toolt oak yt Rbommos Wine 
/ 

. aid ot datog yas so ort Sinai SOF HOLOE OF xuridt, 
svt sotto etet on AdIw brs 
. of esas tL BSvewiist arid Hit hy et tt eono Sod stax 
| 
| -s92 sad toA vewiteh enT WAM eee OTR 2TMMOS 2 
| ethos bas God Jeringvoalh feu ieuy atin gte Boh nots | y 
| mobeo7 t ‘ond aakvidinat ef teddy ante soy ob eons vatteng | 2] 

| Tayewite: of to nn 

| frow ond tedd sothe plwow T ; PERMA ant . | 
| beokrowtevo ne er ek "io Hen telsoftb" ee 


| i : A 
7 
soissobubrosib tdvtias Bt 8 i : PEAR HEUOTR 2 TMMOD 


| 

| 

| | tailinst ota sw motriw ddiw pa basen Sri 
a ' 

. sesudy anit At Iw Iiseb (fiw I seeaePTW GR? 

| treme ero ‘cot stekid t1n0b T i “no tdentminoekl ‘i. 
aoltxd Bek Ho acog yleterodi los ULsEMIO uswiter une < 
xist sd ot yrs yells xAnkds a egatdad tent cus ‘ths: eJBeTt. 


od ote x dt Jog t'aeeob yiisg ent modw Jud iis medt 


7 I 
74 - 7 On _ vi qh Pee st oe 


< 
ANGUS, STONEHOUSE & CO. LTD. 


ect rns McCoy 3340 


wants then he is complaining about unjust discrimina- 
tion, but doesn't complain about having to pay a 
different wage rate, or something like that, to his 
ey: | 

COMMISSIONER MANN: You think that the 
regulations presently in the Railway Act with regard to 
unjust discrimination and undue preference are in the 
way of the railways' pricing policy? 

THE WITNESS: To a certain extent they are, 
yes, and they would particularly apply if we ever have 
to come under rates on the cost of service basis, be- 
cause certainly you will not have the same costs all 
over Canada. 

COMMISSIONER MANN: You would hold the samé 
view with regard to Section 334 of the Railway Act 
wien deals with the competitive rates, the publica- 
tion of competitive rates? 

MR, SINCLAIR: That number is correct. 

THE WITNESS: Ssecuion 554, IT think, 12 .a- 
monstrosity; that is my personal opinon, and particularly 
I would like to me out certain requirements that the 
Board sania expect or could call upon us to fulfill. 

Now, what good would the name of the competing carrier 
or carriers do the Board? To me that is utter non- 
sense. i | 

The route over which competing carriers operate} 
if the competition is there, why should the Board worry 
over what route the competing carriers are operating? 

: The estimated amount of tonnage that is 


diverted from the railways, or that will be diverted 
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if the rate is not made effective; nobody can make an 
estimate, and we Reve our problems in making them, and 
I don't see How we could possibly comply with that. 

The tonnage normally carried by the railways 
between the points of origin and destination; I don't 
know what help that would be in making a competitive 
rate. 

The extent to which the net revenue of the 
company will be improved by the proposed changes; if 
you don't get the price the business falls off and you 
don't know where you are at. 

The revenue eer, ton mile and per car mile at 
the proposed rate and the alee apedi tne averages to the 
company's system or region in which the traffic is to 
move ; that is a pretty difficult task. It might cost 
us more to connie with that particular sectitén than it. 
would if we handled all the freight offering in the 
competitive rate. in other Rs Lt puts vil under a 
burden; I feel that personally. 

THE CHAIRMAN: That is the section which was 
recommended by the Turgeon Commission? 

THE WITNESS: Yes, and I am very sorry to say 
that 1t got in the Act. 

MR, FRAWLEY: After many hours of weary battle 

THE WITNESS: I think the railways would like 
to know why the battle was put up. What benefit has 
it given to aeypody el eher pe le or to the railway 
itself? As dents gain of any panefit ac ole has 
derived from it. | 

THE CHAIRMAN: Well, we will adjourn for five 
minutes now. | ; 


---Short recess. (Page 3345 follows) 
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THE CHAIRMAN: Commissioner Mann? 

BY COMMISSIONER MANN: 9 x00 

COMMISSIONER MANN Q: I have a few very 
short questions, Mr. MeCoy. 

On page 2 of your precis you point out 
the reporting system and the waybill study. 

A. Yes, sir. 

Q. You will notice that there is a 
difference in the reporting system as between traffic 
from the Maritime,traffic that is subject to the 
Maritime Freight Rates Act, and the traffic between 
eastern and western Canada, the subject of the bridge 
subsidy. | 

A. I believe that is explained in one 
of the notes,sir, in the introduction. 

Qe Do you think it would, for the sake 
of uniformity, be helpful to have the Maritime 
traffic reported at the revenue received by the 
railways? 

A. I would personally like to see two 
columns in there -- what is paid, and also the total 
compensation. 

Qo Would you consider the same 
recommendation for the bridge subsidy? 

re I think they should both be in, yes, 
sir. With the entire picture, you can work much 
easier with it than with only portion of it. 

Q. At the bottom of page 2, at the very 
last sentence, in this case, This is speaking about 


the feed grain subsidies. 


AW ede f= fii “ieno LaatmmoD 


pola \ y SONS 
* Pe Seni oe 


” 


yrev wele sved I +2 HAR ieee 
| | voter amin 

R Sere) tntog yoy BioMig IWo8y to S oneq RO 
| bute ritdyew ads br ae Ae 
tla ,asY A 

& et steds. Jan it sotson tie wo ae) 
si} neswied as neteya gaiduoger edt at eoreTeTIth 


% an q 

> a Fd mn 

ent ot tosidue at tend of tier? emitter ons moet 
- 7 A 


‘ieawied oftisis aid bre .toA astdah tetaterxt ‘omtdiueM 


eNnird eis I¢ Toslawe erg .sbansd renee sae auedase 
- al pan po ae af o aA! ' 
ono af bentelgqxe at gadt svelied I oA 


wt ~ ot B® Wo rr , 
vow tt dnkdd vey od «2 
= 
: fv 


eniciten sdd eved of Lirte¢fed ed : Votan baw to 
ei? yd beviscet sunevet att Js beduoget Meth seta 
‘taconite! 
ow? see ot oWkL vilanateg bivew I oA | 
[ssov att o8fs Sas .Sleq ef gaerw -- ged? at anmsfoo 
folisaensqaos 

onge sit webtenos wore bruoW G 


NMbiadve exbiad edt col motdeboemmooss 


ii od tod bisoda yedt anti? I 4A oS 

| j 

Sou Atew ms soy ,siutelg eatine edt dAtIW ate 
2 * 


,t£ to notsiog Yas, iitiw aesty Si cd iw setese. 


Ytev edt ts .S sysq to modded sit $A 4D” an : 
wuods gatiesge et ett? ease abnd Al Leonetaen mae} 


1astbledua mia, beat 4 td 


. Le a 
ana 5.‘ < 


eee 
U - 7 ; coe | : a a pene ou 


~ ANGUS. STONEHOUSE & CO. LTD. McCoy 3346 
TORONTO, ONTARIO (Mann ) 


"The administration of the seed grain 
subsidies does not involve railway freight 
waybills or tariffs. In this case the 
subvention is paid directly to the person 


who pays the freight charges," 


Do you consider that the direct payment 
of the transportation subsidy to the man who pays 
it is preferable than the payment of the subsidy 
to the transportation agency? 

A. Not necessarily. It is just a 
matter of mechanics, as I would see it, 

Q. I would refer you to page 5 of your 
precis, Mr. McCoy, and the first short paragraph 
there: 

"Consequently, when the average revenues 

per ton-mile are examined, they must 

be considered along with lengths of 

haul." 


A. Yes, sir’ 
Qe Do you have a waybill analysis 
there -- 50-A? 
A. Yes, sir, 50-A. Yes, sir. 
Qe Would you please turn to page 21? 
A. Yes, sir, I have it. 
Q. Commodity No. 403, "Post poles and 
piling , wooden." 
A. Yes, sir. 
Q. Would you please look at the Maritime 
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to eastern traffic there? 


mares 


‘ i 


ui ve i‘ at 


ren 


12 ’ 
ae z Ay ce Wis 
io cs, 
car, an : 
: = 4 f Wei , /- @ - 
‘ wo 7 4 
t aa 


ai at 


8 wean, 


qw0OyY tO 2 suysq os poy ante kien t ae , Pore 


LL ve 


destsers¢ duos sect. end Bas .yoOOM .aM .atoeaq 


asunever asstovs edt new ,ylineupeano)" | 
deom yedt .bentmsxe ete eLtm-mod 199 
Yo anddgsel dtiw anols berebLasos od 
| " fused 


the ,aoY oA 
uteviens (iidyew 8 svat voy of = 49 
tA-02 -— ore 
tte .e9F .A-08 .the .aeY. 4A. 
(SES sysq od ait agastq voy Biwew 9 
tt svar I ate weeY =A 
bas Wiles $zo0d aud .of Ytibommod: @ 
m " Meiteboow «gate 
i | tke 2 8er A 
eutdivaM eft te Mool sagefq voy bivew ae 


fe ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO McCoy 3347 
(Mann) 


A. That is the one car load movement? 

Q. Yes, the one car load movement. You 
will notice that the weight was 36 tons, the 
average revenue per ton mile was 2.59 which, as we 
know, does not reflect the total revenue to the 
railways but has to have added to it the Maritime 
Freight Rates Act factor? 

A. That is correct. 

Q. The average haul per ton is 379 
miles, and the average revenue per car mile was 93 
cents? 

A. Yes, sir. 

Q. Would you then, please, look at 
eastern to eastern, sixteen car loads, the weight 
was 574 tons? 

A. Yes, sir. 

Qe I have done the necessary calculations 
very roughly, which gives you an average weight per 
car of 35.89 tons which comes pretty close to the 
36 on the Maritime and Eastern. The average revenue 
was 1.39 cents per ton mile, 

A. Yes, sir. 

Q. And the average haul per ton was 378, 
one mile less than in the other case that we 
discussed immediately preceding. The average revenue 
per car mile was 52 cents, | 

A. Yes, sir. 

Q. In other words, even when I consider 
lengths of haul it does not necessarily give me an 


intelligent answer? 
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A. Well, I would certainly want to have 
all the detailed waybill analysis before I made any 
comment either way on that. It looks to me there 
is something radically wrong with the one car 
movement to the Eastern, 

I wish you would give me an opportunity 
to get our cards on it, and we would be glad to 
give you the whole story later on. 

Q. If you consider it important, we 
would appreciate it, 

A. There looks to be something wrong, 
frankly, sir. 

Q. Would you please turn to page 6 of 
your precis and the table there giving average haul 
per ton and revenue per ton-mile, etcetera, 

Now, in a sense this gives you a bit of 
an index of the movement on freight rates as between 
1951 and 1958; doesn't it? 

A. It gives you what we have, based 
upon the waybill analysis, yes, sir. 

Q. Well now, are there not some factors 
that might lead you astray when you look at the 
per ton mile earnings, revenue per ton-mile as an 
indicator -- and I will do nothing more, Mr. McCoy, 
than to refer to a couple of notes I have here. 

They would take Pw long for you to assess now, and 
I have no copies. But perhaps at some point we 
might get comment on this from someone, 

The first one is a footnote at page 12 


of the Economics of Transportation, fourth edition, 
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1954, by our old friend Professor D. Phillip Locklin -- 
A. Well, Mr. Mann, with respect to 
Professor Locklin, I have a high regard for him, 
but he would have the American view on transporation, 
Qe I will give you the Canadian one 
following Professor Locklin. 
A. I am not trying to depreciate 
Professor Locklin, but certainly I do not agree with 
his ideas on transportation. | 


Q. The quotation reads as follows: 


"Revenue per ton mile is not a satisfactory 
index of freight rates since changes in 

the proportion of low grade or high grade 
or in the ratio of short haul to long haul 
traffic affect the figure, although 

freight rates remain unchanged. The 
figures can be used, however, for the 
purpose of showing the average receipts 


per unit of traffic." 


The second quotation comes from the 
Dominion Bureau of Statistics index, " numbers of 
railway freight rates, 1913 to 1938", published 
Ottawa 1938. And the quotation reads as follows: 


"The revenue per ton mile, computed 

by dividing the total freight revenue 

of all railways by the total ton 

miles of all freight carried, is sometimes 


used as an index of freight rates, but 
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when the relative tonnages of high and 
low class freight fluctuate widely from 
year to year, it is not a reliable index 


of freight rates". 


Now, this is a little difficult to answer 
at this stage --- 

A. Of course, my silence does not 
necessarily mean I concur in those remarks, 

COMMISSIONER MANN: I realize that. 

MR. SINCLAIR: AS I take, Mr. Mann, 
what you are asking in view of the remarks you put, 
that at some stage you would wish the railway's 
comment, either through counsel or through witnesses, 
as counsel may advise. 

COMMISSIONER MANN: Anyway it is 
convenient, Mr. Sinclair. 

COMMISSIONER MANN Q: Just one or two 
more questions, Mr. McCoy. 

Would you please refer to page 3132 of 
Volume 22 of the January 19th transcript. 

A. Yes, sir, I have it. 

MR. MACDOUGALL: Is this comment you 
wish just from the railways or specifically to Mr. 
Mc Coy? 

COMMISSIONER MANN: This one is to Mr. 
McCoy. 

THE WITNESS: Yes, sir, I have it. 

COMMISSIONER MANN Q: Towards. the 


bottom of the page, you give an answer about 
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1 
2 classification, and so on, and you state: 
2 

"I will go a little further", and so on. 
b The purport of your statement there is that 
5 industrial traffic managers are alergic to class 
6 rates? 
7 A. To paying class rates, ‘That is 
8 the import of that. 
9  Q, Am I right in recollecting that 
10 when the classification was re-cast, effective 
; March 1, 1955 --- 
A. That is the effective rate of the 
"4 current classification, that is right. 
” Q. The idea of the column ratings was 
14 that there would be latitude to put in additional 
15 ratings because you had the new columns expressed 
16 as percentages of class 100? 
17 A. Yes, sir, we were what you would 
18 say coming up to date. In other words, we hada 
ie uniform relationship to column 100, or first-class. 


Q. Was it the hope of the Board that 
some commodity rates might disappear into the 
class rate structure, as it were, by means of 
making different column ratings, say, 35%, or something 
like that? 

A. It is my understanding, sir, you are 
absolutely correct. But there has been a lot of 
water gone under our bridge since that time, 
Competition factors have practically forced that 


to be disregarded. 
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I do not deny it would be an ideal 
situation. In fact, every freight rate man in 
North America, working on the railways, would have 
a much easier time if that situation could be 
brought about. But our competitors preclude us 
from, say, getting into such an ethereal state, 

Q. Do you have a class 20 rate on 
pipe and CFA tariff 5]? 

A. I recall, yes. I think it is class 
20. I think you are right. I would have to check 
the tariff report to make a firm statement, 

Q. And this is the only rating, as a; 
such -- I realize it is exceptional -- under the 
class 27 in Canada? 

, A. That may be. And the problem there 
was we had to put the Welland manufacturer in a 
position whereby he could compete with his American 
Siberia ted bitte In other words, there was a large 
movement of pipe from the United States coming into 
western Canada, and we have no objection to hauling 
any amount of freight we can get, but the Welland 
manufacturer thought he should be oe the picture. 
And, after prolonged negotiations, it is my 
recollection we esicaliltiened that rating. 

Qe And why was it preferable to put 
cars on exception ratings in CF tariff 5J? 
rather than on an agreed charge or a competitive 
rate? 

As Weill, we felt the business would 


pe held to the railways, in any event, and the 
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mechanics were much easier, putting our column 20 
in, than going through the mechanics of an agreed 
charge. And it was mutually satisfactory to both 
sides. 

Q. Would it be correct, Mr. McCoy, 
to suggest that perhaps the traffic managers, while 
there may be traffic managers against class rates, 
because they may --- 

A. They think they are being penalized. 
That is the story, as you know. | 

Q. Would it be right to say that when 
you published a class rate or reduced a rating, 
you must make it applicable to everyone in this 
country? 

A. i'm: sorry, sir, T' didn't quite 
get the last part of your question. 

Q. When you reduce a classification 
rating, you reduce the rating, and the class 
rating resulting therefrom becomes available to 
any shipper across Canada? 

A. Yes, sir. 

o® But when you make a competitive 
rate, that competitive rate does not necessarily 
become available to all shippers in Canada? 

A. Not necessarily, because the railways, 
by establishing the competitive rate, have not 
necessarily changed the transportation business. 
They have only put the business back on the rails. 

Q. Is that one of the reasons that 


class rates and new ratings under the classification 
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have been as little used as they have been? 

A. Oh, I would not say that. I would 
say that the reason they have not been used is 
the pattern has changed materially since 1955. 

Frankly, we are not a static organization -- 
the railway business. You have to change with the 
times and that is all we have been doing. 

Now, I do not know of any instances where 
we have been successful, outside of the cast iron 
pipe case, in getting an exception rate, 

COMMISSIONER MANN: Thank you very much, 

Mr. McCoy. 

COMMISS TONER PLANT: I think I will forego 
questioning tite witness because I am sure I can 
get the information I need from some of my colleagues. 

MR. MACDOUGALL: I had some points to 
ask Mr. McCoy, put, in respect to another matter he 
has to make a 3:45 train, and so I will be very 
brief with hims RE-EXAMINATION BY MR.. MACDOUGALL 

Q. I do not want'to get! into further 
discussion on the revenues per ton-mile that you have 
been speaking about to others, but I think you would 
agree with me that your evidence has been -- and I 
think you have said this, that the revenue per ton 
mile is just one of the basing points you use in 
dealing with ees rates? 

A. Yes, sir. You could say a bench mark 
or a guide post. 

Q. You would not say it is the only 
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A. I do not think I have made that 


statement, definitely. 
Q. In respect to large blocks of 
traffic, it is more meaningful to you than the 


others are individually? 


A. Yes, sir, particularly where you have 


a regular movement. 


(Page 3357 follows) 
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Q. But in dealing with specific eectcuddts: 
as I understand it, as a traffic man, you, if: you’ can; 
look at them all? 
A. I can take any information I can get, yes. 
Q. And the other ones are set bit in your 


precis of. evidence, and I think you have referred to 


them -- car miles and the others? 
A. MOS, oSLK, 

 ~Q. When you discussed in your cross-examina- 
tion by Mr. Cooper you were talking there th ext’ dis- 
tertions and the freight rate structure, Mr. McCoy, and 
iphone cobun into saat in detail, you at one point 
told him that the only distortions in the freight rate 
structure were the statutory rates, and at other points 
_— spoke of being able to speak shout eeoreieus for 
a week, if you had to, and I thiets you had some objec- 
tion to the use of the word, you thought it was mis- 
leadin g? 

, A. Yes, 

Q. Have you any other words on this distor- 
tion aspect? 

A. I have read the passage you referred to 
and there seems to be some celenaion an beeps distinction 
between distortionand rate differences. Mr. Cooper was 
apparently interested Re aes ae and I was endeavourin 
to describe rate differences in the freight rate struc- 
ture. Perhaps I could put it this way: there are 
many differences in rates in the freight rate structure 
which produce different levels of return from various 


segments of traffic, but these are not necessarily 
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distortions in the narrow or generally accepted use of 
that term. Distortion a ait be defined as a deformity 
in the rate structure or an arbitrary deviation from 
the rate level that normal rate=making would produce, 

Perhaps I should also say that things that 
are looked upon as distortion by one person are not so 
regarded by others. For instance, I would call the one 
and one-third rule a distortion since it artificially 
limits the revenue on certain traffic moving to Alberta, 
whereas I am sure, from Mr. Frawpey's point of view, he 
would not regard it as a distortion at all. 

Q. You have spoken about the decrease in 
volume of Class rated traffic. Do I understand you to 
have told the Commission where this volume of movement 
and volume of retuin has gone? 

A. Some of it has gone to our competitors, 
most unfortunately,and I would say the larger portion 
of std eas been switched from lel category to pool car 
operators. In other words, there is a large movement 
of what we call pool car traffic, and I think the 
majority of the Ilcl business has been buttoned from 
less than chrloda consignment to mixed carloads. 

| Q. The low cout rates -- you spoke of those 
in discussing that matter wlith Maio PH IER and he showed 
~ a statement -- I Prorat the exhibit ee now --- 

MR, FRAWLEY: It is 86. | 

MR, MACDOUGALL: © --- upon which there were 
some rates Weleh tre vecthace as returning what appears 

to be a fairly high revenue ~~ ton natin wna others much 


lower. Do you know whether or not any of these low 
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return rates that are on that list or any others that 
you are aware of are presently subject to scrutiny by 
the Board at the moment? 

A. Not to my knowledge, no. 

Qa I presume they would be subject to 
inguiry by the Board under The Railway Act? 

A. Yes. 

MR. FRAWLEY: Not the agreed charges. They 
are subject to an order in comnbad by the federal 
government. 

MR. MACDOUGALL: Q. I suppose they, too, 
could be looked at, Mr. McCoy? 

hen ues, “str, 

Q. Can you say whether or not the grain rates 
moving to Eastern Canada which you sila piteale also to ar 
Frawlevaokeverbeenvincveased af al in the last five 
or ten years, or have they remained static? | 

| A. No, they have been ineréased with all the 
ex parte increases by the Interstate Commerce Commission. 
In the hte from Buffalo we have taken all the increases 

Q. So they are not static? 

A. Definitely not; they are not Static. 

Q. Mr. Frawley also questioned you, Mr. 
McCoy, as to some relationship that-he: drew between what 
he’ called an unfair nsushicees cial rate structure and | aetnie 
witee were Low in density of traffic? | 

A. Yes. He was referring. to the exhibit 
which was filed in the first Turgeon Commission. | 

Q. Is the density of traffic something which, 


in your view, is directly related to some aspects of 
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2 freight rate structure particularly? 

3 A. Not necessarily so, no, sir. 

4 Q. What would be the principal factors 
which affect traffic density in any particular line? 

A. If the traffic existed. In other words, 
you may have a line with very light traffic potential. 

I am talking about lines even now served by highways. 
You may have lines where there is a lot of traffic and 
other lines where it is going through sparsely settled 
areas and there wouldn't be much traffic originating. 

Q. Now, one last point, Mr. McCoy. z 
believe my friend Mr. Frawley put it to you that while 
the railways were, he agreed, stopped from increasing 
the passenger rates they were also stopped eens! nyt 
creasing the competitive rates and agreed charges 
by economic factors? 

A. Well, if we so elected and we found the 
business non-compensatory te could get out. | 

Q. Under agreed chieoks they are a contract 
rate? 

| A. Yes, usually for a period of one yean 

Q. And are they ever changed? 

A. Yes, definitely. 

Q. What are the factors which allow you to 
change them? ci 

A. Changing conditions, changing market 
conditions. | 
| Q. They have changed up or down? 

A. 1e35 

Q. I would presume that if the elements 


which have compelled them to be at a certain level -- 
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the competitive factors may change? 
os ee They se not ee etel Our competitors 
sometimes have the same Shae as we have. 

Q. They have the same rising costs as 
railways have, I suppose? ‘ 

A. Yes, 

MR. MACDOUGALL: That is ail I have. Thank 
you, Mr. McCoy. 

THE CHAIRMAN: Thank you, Mr.McCoy. 

‘Where are we at,Mr. Sinclair? 

MR. SINCLAIR: Well, just before the noon 
adjournment, Mr, Chairman and members of the hawt anion 
hi on discussing with Mr. Roberts some material, ques- 
| tions that I put to tr Bliges et were really not covered 


in the precis but they arise out of where it was 


summarized shortly, and I expanded it, and I am now 
dealing with the general topic of competitive rates and 
agreed charges, and Mr. Roberts in that had made 
reference to Seuenet 334 of the Railway Act which sets 
out the rules governing ie penis eetlon of competitive 
rates. | 
THE CHAIRMAN: The same section bhat you 

talked about with Mr. McCoy? 

: -MR. SINCLAIR: Yes; and it may be, in view 
of the interests of the Commission, I could ask Mr. 


Roberts this question. 
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1 
2 JAMES MERRICK ROBERTS, resumed 
3 DIRECT EXAMINATION BY MR, SINCLAIR (Cont'd): 
4 | © From your experience, Mr, Roberts, 


5 this section 334 -- the Commission had indicated they 
6|| wanted the view of whether that section and the re- 
7 quirements under that section had, in your view, been 


a limitation upon the railway, in your experience, 


; in your rate-making experience. 

: A. Well, in my experience, sir, I wouldn't 
in Say that it has been any restriction in the efforts, I 
- should say, of the; railway.in meeting competition, be- 
12 


cause we do have the authority to publish rates, com- 
13] petitive rates, at three days' notice. 

14 Q. New, I don't know that the Commission 
15 heard you, 

A. We do have authority to publish com- 


16 
7 petitive rates at three days! notice. We likewise 

have authority under the terms of the Board's Tariff 
o Circular to put a rate in and publish it without notice, 
. as a comparative rate. Likewise, we have the use of | 
20 


the mecial rate notice between non-competitive points. 
21| If it is going to be a continuing movement, we indicate 
22 in the Pee ay ates notice the item, the tariff 

93|| mumber and the cfc number that the published rate will 


eventually appear in. 


4 

Q. Again, Mr. Roberts, looking at these 
a various requirements that you have delineated in 

D eention G3) af che Railways Act, ti yer ware gelng to 
af make a competitive rate, what would you say as to the 
28 type of information you would get as contrasted with 
29 
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what is here delineated? 

A. Well, I would certainly endeavour to get 
every item in there, to the best of my ability. 

Q. Would you do that whether this section 
was here or not? | 

A. Noy sir. I would work on that theory 
wherever I was. 

3 Q. Say that this section came out of the 
Railway Act, was struck out, would the way and the 
information that you get before you make competitive 
rates alter? 

Avs, No; I couldn't afford to, Mr. Sinclair. 
I would want to, for my own protection, get information 
like that. 

Q. I ask you that question because of the 
way I may have phrased the question, and you answered: 
"No, sir" to me. I ask you: if this were in here or 
not, esta you change your information you get, and I 
now take it that your answer is that you would not 
change? | 

A, That is right. 

Q. And dealing with competitive rates, is 
it necessary for you to file all the information that 
you get, or what is the situation? | 

A. No, it isn't necessary to file the infor- 
mation we secure, but we have it in shoes his ctlial 

Q. And you file it when? 

A. If required by the Board. 

Q. Now, just one other point to carry this 


through. In regard to the requirements in the Transport 
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Act, under the law, as we sometimes phrase it, with 
respect to agreed charges, the information that is 
sakes ics mite is that information you would get or not 
get in Mea ltitee with agreed charges? 

A. We would get it, sir. 

Q. Do you file it or have to do some 
necessary paper work in connection with it? 

A. Not under the present regulations. 

Q. And that has to do with the changes 
that were brought about by the second Turgeon Commis- 
sion, for which we can thank Mr. Frawley? 

A. Yes, sir. | 

Q. And in regard to the agreed charges under 
the law as they have been altered to meet the changing 
circumstances and conditions, and after the full in- 
vestigation by the second Turgeon Commission, do you fee 
that it is a reasonable approach to that type of rate- 
making? 

A. I definitely think it is, yes, Mr. 
Sinclair. 

Q. Now, when you are approaching the ques- 
tion of whether a competitive rate has to be filed or 
not, in a summary way how do you approach it? 

A. Well, the railways, operating as they do 
on a countrywide basis, must thoroughly analyse and 
review competitive situations, bearing in mind the 
necessity of obtaining the maximum net revenue while 
giving due weight to the impact which a reduction in 
rates might have on the traffic they are already 


handling. 
) (Page 3370 follows) 
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It has been recognized that the publication 
of a competitive rate by the railways to meet truck 
competition has frequently not had the desired 
results. The efforts of the railways to protect their 
position in the transportation of higher rated 
commodities by rate reductions, frequently were 
nullified by the fact that the reduced rate level 
was still sufficiently high to permit their competitors 
to make further reductions. The competitive rate 
obtained from the railways has at times peen used by 
shippers in negotiating a still lower level of rates 
from their competitors. Some protection from these 
difficulties is given to the railways by means of 
Agreed Charges, which are agreements signed by all 
contracting parties. Under this agreement , the 
shipper contracts to forward by rail a set percentage 
of the traffic involved. Renalties are provided for 
if tle agreement is not carried out. 

Q. And now, Mr. Roberts, have you any 
railway rates, making use of competitive rates or 
agreed charges, to meet the traffic shippers' 
requirements in meeting competition from outside the 
country? | 

A. ~.Yes we have, Mr. Sinclair. Canadian 
industry faces competition from foreign goods 
entering Canada. In many instances, the 
transportation costs from foreign countries by water 
or water and rail to markets in Canada are lower 
than the rail charges from the Canadian plants to 


the consumer, which, due to the geographical 
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development of Canada, often entails lengthy rail hauls. 
To enable Canadian producers to meet foreign 
competition, the railways frequently make competitive 
rates or Agreed Charges at the level necessary to 

meet this foreigh competition, for example, ferro 
phosphorous from Buckingham, Quebec to the British 


Columbia coast to meet competition from Idaho and 


Montana. 
Q. Is that an agreed charge? 
A. No sir, that is a competitive rate. 
Q. Competitive rate? 
A. Yes. 


Q. Now, I think just at this point, 
there was some request for information yesterday 
concerning agreed charges on edible oils, and there 
was some evidence given on an agreed charge.this 
morning by Mr. McCoy, on agreed charges on rape 
seed oi11, with which Canadian Pacific and Canadian 
National joined Saskatoon, and are Cine any other 
agreed charges on those oils from southern Manitoba 
points to eastern Canada? 

A. Well yes, there is one, Mr. Sinclair, 
it is on sunflower seed oil and for soya bean oil, 
from Altotna, Manitoba, which is south of Winnipeg 
and almost at the border, and that is down to Toronto 
and Montreal. The agreed charge number is 830, Mr. 
Sinclair. 

Q. There is one other type of competition. 
When you talk about competition, Mr. Roberts, and 


just before we leave this part, speaking generally, 
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what kind of competition are you having in mind when 
you use the phrase in traffic circles "competition"? 

A. Well, it could be competition from 
other carriers; that is to say, highway operators, 
water carriers and it could be railways operating 
into Canada from the United States, it could be the 
competition of foreign goods coming into Canada, and 
it could be competition on substitute products. 

Q. So, as a traffic man, when you use 
the word “competition”, that may encompass all of 
Gide or any one of them, depending on the circumstances? 

A Yes, 

THE CHAIRMAN: Would you regard the C.N.R. 
as competition? 

THE WITNESS: Well, sir, competition in the 
securing of business, yes, Mr. MacPherson, very tikely 
SO. 

MR. SINCLAIR Q: I now would like to 
discuss with you for the Commission, Mr. Roberts, the 
subject of export and import rates in a summary 
and general way, and having in mind what we are 
attempting to do here is to deal with the basic 
principles of rate making and the relations that would 
be made to those basic principles at other times, 
of course, will develop. 

Now, export and import rates, will you 
just in a general way discuss those, please. 

A. In establishing these rates which 
are sometimes lower than the level governing local 


movements to or from the ports, cognizance must be 
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taken of the fact that the rail rate constitutes 

only a portion of the total transportation charge 
and must be considered in relationship to the overall 
picture if traffic is to move freely. To secure 

the maximum volume of traffic on movements common to 
both countries, the Canadian railways maintain a 

rate relationship with American ports even if in some 
cases the resulting rates are lower than would 
otherwise be established. 

Q. When you say this, what is the 
objective of import or export rate level? 

oe The objectives of import-export rates 
are threefold - first, to assist Canadian exporters; 
second, to maintain flow of traffic through Canadian 
ports, and third, to develop traffic for Canadian 
railways. 

Q. Now, there has been some reference 
made to the subject of unjust discrimination and 
undue preference; would you please, Mr. Roberts, 
summarize in your view how these factors are applied 
in rate making in Canada? 

A. Traffic moving at class rates, where 
the rates are based on a uniform mileage scale, we 
of necessity be charged for at the same rate for bach 
shipper, distance and commodity considered. When 
special commodity or competitive rates are made, 
the problem arises as to whether the giving of a lower 
rate than the class rate to a mak waited shipper or 
area creates an unjust discrimination or an undue 


preference insofar as other shippers or areas are 
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concerned. The Railway Act provides that any 
difference in rates or service given to a particular 
commodity, shipper or area, thereby creating a 
discrimination or giving a preference, must not 
result in an unjust discrimination or an undue 

hg it enieY The railways are clearly free to 
discriminate or give preferences as part of their 
pricing activities, but they must ensure in doing so 
that the result is not unjust. Where the railways 
charge one person lower ates for the same or 
Similar goods or lower rates for the same or similar 
services, or make any difference in treatment, the 
burden of proving that the lower rates or difference 
in treatment does not amount to undue preference 

or unjust discrimination is upon the railway. 

MR, SINCLAIR: ‘That, Mr. Chairman, is 
dealt with in Section 322 of the Railway Act. 

Q. te there examples of where differences 
in rate or differences in treatment have been dealt 
with by the regulatory authority in respect to the 
subject of unjust discrimination or undue preference, 

A. There are many examples of 
difference of treatment in respect of shippers or 
areas which have been found by the Board upon | 
examination to be LLOPE HAY justified and not in 
contravention of these provisions of the Act. 

Q. Now, basic to your approach to 
rate making, whether you are dealing with a class 
rate, commodity rate, either mileage or a specific 


commodity rate, or a competitive rate, or an agreed 
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charges; basic to all the type of rate making that you 
do, what vate approach of the traffic man in 
respect to fixing of the rate in relation to the 
cost? 

A. Well, the endeavour of the traffic 
man, Mr. Sinclair, is to maximize the movement 
and at the same time maximize the net revenue of the 
railways. 

Q. What is the comment to all the types 
of rates in these broad aspects in the overall basic 
floor? 

A. | Well, basic floor, sir? 

Q. Yes, in fixing the rate level? 

A. Well, it would be certainly your 
cost of the movement. } 

Q. Yes, and when you say cost of movement, 
what do you mean by that? 

A. Well, you mean getting something over 
the variable cost of moving the particular traffic 
you are dealing with. 

Q. Are there any exceptions to that in 
rates which you have the right to fix the level on? 

A. No sir, not to my knowledge. 

Q....4 You aaid not to your knowledge. If 
there are any exceptions and they are brought to your 
attention, what do you do about it? 

A. We would take steps to rectify it 
by putting them on a level that would keep the traffic 
moving and give us a reasonable return, 


MR. SINCLAIR: Now, Mr, Chairman, and members-+- 
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THE CHAIRMAN: I think that this is a 
fresh subject. | 

MR. SINCLAIR: Yes, it is a completely new 
subject. 

THE CHAIRMAN: We will adjourn, then, 
until tomorrow, 

MR, SINCLAIR: So that. 1.can. give. some. 
assistance to the Commission in their ae a and also 
my friends, in the light of when they might reach 
cross-examination of Mr. Roberts, I would think that 
I should ceria hy be finished his examination-in- 
chief within an pent, and just so that my friends , 
if they are origi Bias: eastaials Mr. Roberts will 
look forward to answering their questions, I would 
say, sometime tomorrow morning, 

‘THE CHAIRMAN: Well, the morning, I think, 
will be undertaken ae 
| MR. SINCLAIR: Surely not all morning? 

THE CHAIRMAN: We will be some time, I am 

afraid. 

| MR. SINCLAIR: That raises other problems, 
and therefore in view of that I will say tint I 
was certainly pay to have Mr. Roberts! evidence-in- 
chief completed and the ordba-exsiinntion of him 
well along Nerere the day went on,and I was wondering, 
if as a special concession that the Commission Stent 
want to start just a little bit earlier, and if the 
Commission would give consideration to that, fine, 
eae mae 

MR. FRAWLEY: Well I don't think I can be 
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accused of not helping when I can; I certainly try. 
Most of the people who are here are living in the 
Chateau Laurier Hotel, but I Hove an office to keep 
up and I have to go to that office every moming, and 
it isa. very difficult. | 

MR. SINCLAIR: Very well. 

THE CHAIRMAN: We will adjourn now. 

MR, SINCLAIR: I should say to Mr. Roberts 
that there in a chance that he will be back giving 
evidence sometime vefore tomorrow morning is over. 

THE CHAIRMAN: Oh yes, indeed. 

MR, SINCLAIR: The witnesses waiting here 
certainly should possibly be ready to proceed. 

THE CHAIRMAN : They should be here, 

MR. SINCLATR: Yes. 


THE CHAIRMAN: We will adjourn now. 


---Whereupon the Hearing adjourned at 4:00 p.m. 
to resume at 10:00 a.m. Thursday, January 21, 1960. 
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January 21, 1960 


--~-On commencing at 11.00 a.m. 


JAMES MERRICK ROBERTS, resumed 


THE CHAIRMAN: Yes, Mr. Sinclair. 

MR. SINCLAIR: At the conclusion of the 
Commission's sittings yesterday, Mr, Chairman, I had 
just concluded the direct evidence concerning the basic 
principles of rate-making with Mr, Roberts and was 
turning to the subject of the level of rates for the 
movement of export grain in Wettern Canada, grain moving 
to export positions, which would be just and reasonable, 


and the reasons therefor. 


DIRECT EXAMINATION BY MR. SINCLAIR (Cont 'd) 

Q. Mr. Roberts, how would an experienced 
traffic man approach the problem of fixing a level of 
rates which would be just and reasonable for the movement 
of grain to export positions in Western Canada? 

A. Rates on grain traffic moving to 
export positions in Western Canada have remained 
fixed since 1927 and are at the level established in 
1899 or lower. This large segment of traffic has not 
borne any part of the increase in cost of transportation 
which has occurred since 1927 and which has resulted in 
increased rates on other traffic. Therefore, the rates 
on western export grain traffic have not retained 


their proper place in the freight rate strueture. 
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Accordingly, in determining a level of just and reason- 
able rates for western export grain traffic it is 
necessary first to establish a level of rates on such 
traffic which will result in such rates having a proper 
place in the freight rate structure. 

Q. How would you approach that? 

A. As has already been stated, the foundation 
of the freight rate structure is the Canadian Freight 
Classification, which applies in conjunction with the 
maximum rates, which are the class rates. From prior 
to 1900 until 1955, grain and its products were rated 
at 8th class in the Canadian Classification and in the 
current Classification which became effective March 1, 
1955 grain has retained its historical position at 
column 30, which is the equivalent of the 8th class rating 
which existed prior to March, 1955. 

In rating grain and its products at 8th class, 
now column 30, the various factors referred to pre- 
viously in determining Classification ratings were 
taken into account. 

Q. Now, was the basic movement of grain at 
any time in Western Canada at the class rate? 

A. Do I understand that question correctly? 
ae there been any --- 

Q. Was the basic movement of grain in Western 
Canada at class rates? 

A. No. The importance of the grain movement 
in Western Canada was recognized by the railways from 
the outset and thane have always been in effect com- 


modity rates applicable on this traffic moving between 
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points in Western Canada so that the traffic could move 
freely. There are two separate and distinct movements 
of grain within Western Canada and for each a commodity 
level of rates lower than the class rates has been 
provided from the very early days: 

(a) The domestic grain mileage scale 

which applies for local movements within 
the territory west of the lakehead on 
grain for domestic consumption. 

(0) Specific rates to move grain to export 

positions. 

Q. Now, Mr. Roberts, the rates which we are 
discussing at this time for the assistance of the Com- 
mission are those rates applying to grain moving to 
export positions in Western Canada; in other words, the 
ones that you have described just a moment ago as 
specific rates to move grain to export positions; is 
that right? 

A. That is correct, sir. 

Q. But if the Commission or my friends want 
any specific information more than we have given them 
concerning the domestic rates on grain in Western 
Canada, you are prepared to give them that? 

A. Yes. 

MR. SINCLAIR: And if the Commission wishes 
me to expand that with the witness, I will be very glad 
to do so. 

Q. Now, grain moving to export positions in 


Western Canada, how does it move geographically? 


A. Well, grain shipped to export positions in 
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Western Canada generally moves eastward to the lakehead 
or westward to Pacific coast ports, dependent upon the 
location of the shipping point. 

| Q. What point on the main line of the 
Canadian Pacific in Banat chense is the break point on 
traffic going east ‘to the .lakehead as against Vancouver? 

A. Maple Creek, Saskatchewan. 

Q. Does the break point apply as one point 
right throughout Saskatchewan, or does it just happen 
that happens to be one point? 

A. On the main line there is only the one 
station, and that is Maple Creek; but on other branches, 
for example, the secondary main line, I think there is 
Lemsford and Portreeve, which are two. There is 
another one. 
| THE CHAIRMAN: On the Empress Branch? 

THE WITNESS: Yes, on the Empress Branch. 
And further north, Mr. Sinclair, there are areas where 
there is more than one station. I wouldn't say off- 
hand how many, but there are more than one. 

MR. SINCLAIR: Q. Could it be described 
roughly that the break point would be close to the 
Alberta-Saskatchewan border? 

A. Yes, sir. In the north it takes in a 
little bit of Alberta, the eastern portion of Alberta. 

Q. Now, in the light of what you have just 
said concerning your approach to this problem of fixing 
a just and reasonable level for this movement of the 
traffic, traffic movement , what would you do first, what 


would. your first step be in detail as to how you would 
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appreach the problem? 

A. The first step was to find the relation- 
ship between the Crow's Nest rates in effect on September 
1, 1899, and the then existing 8th class rates for simila 
distances. 

Q. If you will look at Exhibit 83 which was 
filed yesterday, which is entitled: "The comparison of 
Crow's Newt grain to Fort William with applicable class 
rates from September 1, 18995" That is Exhibit 83. 
Have you got that before you? 

A. Yes. 

Q. Would you please comment on that? 

A, Before I eomment may I just make one 
correction, sir? 

Q. Yes, certainly. 

A. Line 4 on the exhibit which is Wolseley, 
Saskatchewan, the rate shown is 47 cents on September 1, 
1899. 

Q. That is line 4 on the statement under 
that column, 47 cents? 

A. Yes. It. should be 48 cents. 

Q. And that, of course, would change the 
percentage, wouldn't it? 

A. That is right. 

Q. What would the percentage come to with 
48 cents? 

Acw( 3926s 

Q. 39.6 instead of 40.4? 

A. Yes. 

Q. Would you speak to Exhibit 83 as it has 
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been altered in the manner you have just stated? 

MR. FRAWLEY: What is the statement? 

MR. SINCLAIR: 300. 

THE WITNESS: Exhibit 83 shows the 8th class 
rate to Fort William from representative grain shipping 
stations on September 1, 1899, with the applicable grain 
rate from each station and the percentage relationship 
the grain rates bore to the 8th class rates. 

It will be observed that the Crow's Nest 
rates to the lakehead represented approximately 40 per 
cent of the 8th class rates. The statement also 
Shows the result of this relationship if applied to 


the present column 30 class rates. 


(Page 3388 follows) 
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Q.- From the same stations ? 

As Yes. 

MR, SINCLAIR: .Nowy Mr. Chairman and Members 
of the Commission, you will recall that in the years 
between 1899 and 1925 in the reata moving to export 
positions in Western Canada, the rates on that traffic 
changed in the manner and as described in the evidence 
of Mr, Edsforth, He went into that in detail. 

MR, SINCLAIR Q: Mr. Roberts, what I wish 
you to draw to the attention of the Commission is 


this fact. Were there changes in the percentage 


relationship of the statutory grain rates to the 


prevailing 8th class rate:. between 1899 and 1925? 

As Yes, Mr. Sinclair, because of the over- 
all'inerease in the general level of class rates as 
a result of the general revenue cases in 1918, 1920, 
1921 and 1922, as Mr, Edsforth described. In 1927; 
the level of the statutory rates as prescribed by 
Parliament in:.1925 and implemented by the, Board 
General Order 448, August 25th, 1927, became fully 
operative’, 

MR, SINCLAIR: Mr, Chairman, you will recall 
that in 1925 the Railway Act was amended, as Mr. 
Edsforth stated, and the provisions put into there in 
regard to the mdtuenianr’ of grain in Western Canada 
that resulted in a continuing basis for grain rates 
to export positions in Western Canada, eastbound, 
westbound, from branch points, and the same mile for 
mile relationship relation throughout Western Canada. 


That was the evidence, I was just trying to very 
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shortly summarize the evidence of Mr. Edsforth, 

MR, FRAWLEY: It must be said that we never 
accept that. We do not agree there was any change 
in the 1925 statute, It simply re-confirmed the 
1897 agreement. 

THE CHAIRMAN: It is very interesting to 
consider the approach of the different parties to these 
rates, and how careful the railways are to refer to 
them only as grain rates or as a statutory rate, and 
how careful the provinces and the line elevator men 
are to refer to them as Crow's Nest rates, I mean, 
they seem to be split’ right down the middle, 

Affer'all, I do not know if that is a legal 
question. It may be an academic eaves Bay to decide - 
which is which, The fact ‘is there, 

MR. SINCLAIR: Certainly insofar as the 
Canadian Pacific is concerned we refer to them as 
statutory rates because that is what they are, and 
we could aiso describe them in un-parliamentary 
language, because that is also what they are. 

THE CHAIRMAN: We are talking about the same 
thing, Whether you call him William or Bill, it is 


| 
| ! 


the same man, 
MR. SINCLAIR: Whatever you want to call 
them, they are there, | 
THE CHAIRMAN; I think so far as the 
Commission is concerned, we can treat the difference 
in nomenclature as being academic, 
MR. SINCLAIR: Certainly if it makes anybody 
happier to call them Crow rates and say that that is 
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what they are properly known as, I am sure we would 
understand anybody who was describing them, We would 
not be misled... 

THE CHAIRMAN: You know what Mr, Frawley 
is talking about? 

MR. SINCLAIR: No; I do not. 

MR. FRAWLEY: You might call them an 1897 
agreed charge, if I may use that word. 

MR. SINCLAIR: Well, Mr. Chairman, so that 
I can assist the Commission at this time, and I 
really do not think this is the time, but my friend 
feels he has to state this, that Mr. Edsforth also 
gave evidence as to the result of the number of 
stations which under the agreement of 1899 would have 
had a level of rates, and the number of stations which 
under the Statute would have that level of rates. 

And Mr. Edsforth also described a number of stations 
which under the agreement would have had a higher 
level of rates than they have under the Statute, 

Now, it is abundantly clear, I would suggest ; 
that so far as I am concerned the position of Canadian 
Pacific is that when a contract is made that contract 
may be put an end to by Parliament, and so we are not 
going to have that contract any more. We are going 
to say this is what is going to happen, That is 
exactly our position as to what took place, Ffoery 
Frawley does not agree with it, then he will say the 
reasons for it at a later date, I recognize he 
is taking a contrary position, but when you say to me 


do I understand what he is saying, I certainly do not 
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understand him at all. It is certainly so clear, 
I cannot understand Mr. Frawley being so confused. 

MR. FRAWLEY: Thousands of others ave 
also confused, 

THE CHAIRMAN: The Supreme Court decision 
in 1945 did produce a condition of confusion for the 
railways as well as for everybody else, 

MR. SINCLAIR: It did not produce a 
condition of confusion for the railways. What the 
supreme Court did, Mr. Chairman, with respect, was to 
uphold the position of the railways which resulted, 
in their words, in chaotic conditions to the shippers, 

MR, FRAWLEY: Then, the railways created 
a confusion by limiting the application of those rates 
to certain services. 

MR,' SINCLAIR: This is not the time to --- 

MR. DICKSON s I do not think this is the 
appropriate time to argue this. I think Mr. Sinclair 
would admit it is an arguable legal problem. I think 
it is.a complex legal argument which will be fully 
argued at the appropriate time, 

| I will only say this. I would not for 
one second wish this Commission to think that we agree 
with anything Mr. Sinclair has said on the subject. 
We consider these as contractual rates, the effect 
of which they have been extending beyond the terms of 
the contract, ' We continue to feel, and will submit 
to your Commission at the appropriate time the | 
submission that the Crow's Nest Pass agreement is 


just as valid today as the day it was signed. 
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THE CHAIRMAN: I think the Commission 
realizes how far apart the parties are, But, really; 
the situation is more or less academic, because we 
are talking about the same thing. | 

MR, DICKSON: We would question, with all 
respect, that it is an academic question, 3 

- THE CHAIRMAN: You take the position it is 
purely legal and will argue on that basis? 

MR. DICKSON: Yes. 

MR. SINCLAIR: Of course, Mr. Chairman, 
the peblthon ‘sutietwals It is factual, and I do not 
‘know where --- 

THE CHAIRMAN: Well, it will be discussed 
in stages at the proper time, 

MR, SINCLAIR: And if Mr. Dickson or anybody 
else wants us make an argument, of course, they will 
have their opportunity to do SO. That is what I 
said to Mr, Frawley. I do not think this is the time. 

MR. DICKSON: Mr. Chairman, I will make an 
argument at the appropriate time, and I agree entirely 
this is not'the appropriate time, and the only 
reason I got to my feet is that the argument was 
initiated by Mr. Sinclair in his question to Mr. 
Roberts. | 

MR. FRAWLEY: That is the only reason x 
spoke! 
| THE CHAIRMAN: Perhaps we should get on 
with Mr. Roberts. 

MR. SINCLAIR: Well, Mr. Chairman, I must 
disagree with Mr..Dickson in the view that I initiated 
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the argument in the question. I am eliciting through 
this witness: the facts, 
| THE CHAIRMAN: Well, proceed, Mr. Sinclair. 

MR. SINCLAIR: Mr, Dickson or Mr. Frawley 
or anybody else can argue against the facts or call 
such evidence to put in util contrary facts as they 
may be so advised. And they have also heard from 
Mr. Edsforth in this matter, and they had their 
opportunity at that time, 

MR. SINCLAIR Q: I wish to turn to 
exhibit 84. Would you comment on that? 

A. ° Exhibit 84 shows the 8th class rate 
to Fort William from representative grain shipping 
stations on September 12, 1927, with the applicable 
grain rate ‘from each station and the percentage 
relationship the grain ratesbore to the 8th class 
rates, 

This statement shows that the relationship 
of the grain rates to the 8th class rate’ was 
approximately 32 per cent in 1927 compared with 
approximately 40 per cent in 1899. This reduction 
in the percentage relation to the applicable 8th 
class rate was caused by the general increase in 
the class rates previously referred to while the 
statutory grain patel gard on the leve, set under the 
agreement. Exhibit G4 alse shows what the grain 
rates would be if the relationship of 32 per cent 
was applied to the present aia 30 class rates from 
these same stations. 


(Page 3398 follows) 
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Q. Now, Mr. Roberts, do the statutory grain 
rates increase with distance measured by equal mileage 
blocks? | 

A.; No, sir. Under the statutory grain 
rates, the progression for mileage blocks is not regular. 
The effect of this is indicated in the differing per- 
centages of disparity which are shown in Exhibits 83 
and 84. 

Q. That is in the last column of those two 
exhibits; the disparity between the rates set out there 
is worked out? 

A. Yes, percentagewise. 

Q. Yes. 

A. In view of the irregularity in the 

statutory grain rate scale, consideration was given to 
other methods of-arriving at a just and reasonable 
level of rates, including the construction of an en- 
tirely new scale with a smooth progression. 

Q. Now, you were approaching this as an 
experienced traffic man to have these rates on a just 
and reasonab le level, and you looked at these and 

considered whether a smooth progression, a scale of 
smooth progression, could be worked out? 

A. That is right, sir. 

Q. If you applied smooth progression, what 
would happen? 

A, It would have disturbed in some degree 
long-established groupings. 

MR. FRAWLEY: Could he explain that? 

MR. SINCLAIR: Q. What do you mean, Mr. 
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Roberts, by long-established groupings? 

MR, FRAWLEY: Give us some examples. 

THE WITNESS: Well, for example, the first 
group that was in the Tariff in 1899 was the Winnipeg 
group of 14 cents, and the mileage encompassed, the 
distance encompassed by that rate, was 122.6 miles. 

Now, the next rate was 15 cents, the 15-cent 
group, and the distance covered by that was 55.6 miles. 

; The next one was Brandon, 16 cents and the 
distance was 77.5 miles. 
| These groups, and so on, all along the line, Mr. 
Frawley, the rates have remained --- 

MR. SINCLAIR: Just a minute. You can ask. 
him this later; I thought that it might have assisted 
you --- 

THE WITNESS: Rates have remained the same, 

Mr. Frawley, and shipments have been predicated on these 
groupings for sixty years. 

MR, FRAWLEY: It is not fair to break the 
course of your evidence, but I thought if you were giving 
illustrations, if you had any further west than Winnipeg, | 
that is all. | 

MR. SINCLAIR: Q. © When you informed the 
Commission, Mr. Roberts, of the specific rates to move 
grain to export positions, were there any smooth pro- 
gressions at that time, was the scale a smooth progression 

A. No,. sir. 

Q. And has that basic scale remained in effect 
all through the years? 


A. So far as the main line is concerned, yes. 
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The scale was different originally from branch line 
points, but in 1925 under Parliament's description and 
as carried out by the Board, why, those rates from 
branch line stations were brought down to the main line 
basis. 

Q. The basic scale with the groupings that 
were in there prior to 1900 are still the basis of the 
grain rate scale for the statutory grain rates? 

A, That is right, sir. 

Q. Subject to the reasons for changes that 
have been explained in detail in Mr. Edsforth's testi- 
mony b obreytindi the branch lines and also westbound 
lines? 

A. That is right. 

Q. You set aside this development of the 
scale with the smooth progression so as not to disturb 
long-established groupings for shippers moving their 
grain to export positions. Then what did you do? 

A. Bearing in mind the cost of transporting 
grain moving at statutory and related rates as shown in 
the evidence of Mr. Stenason, the result of applying the 
1899 relationship of 40 per cent and the 1927 relation- 
ship of 32 wei cent to the existing class rates as set 
out in Statements 300 and 301 respectively, was then 
examined. 

Q. And what was the result of looking at the 
relationship of 1927? 

A. Exhibit 83 shows that the use of the 
40 per cent basis would result in disparities in the 


present rates ranging from 142 per cent to 215 per cent. 
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Taking Regina as an example, 40 per cent of the present 
column 30 rate of $1.43 would be 57 cents per 100 
pounds. The revenue per ton mile for the distance of 
776 miles involved from Regina to Fort William is 

1.47 cents or 0.47 cents over aided total cost, 

which is high having regard to the characteristics of 
the traffic. 

Q@. And what does applying the 32 per cent 
relationship show, that is set up in Exhibit 84, and 
ydur comments, please? 

| A. Exhibit 84 which shows the result of the 
32 per cent basis, indicates the range of disparity to 
be 107 per cent to 154 per cent. The use of a 32 per 
“eent relationship would result in differing percentages 
of disparity over the existing statutory rates from 
individual shipping points. For this reason this 
basis was not considered further. 

Q. In the light of that, what did you do 
then? 

| A. To avoid a disruption in the long 
established groupings, it was then deemed advisable to 
examine the result of applying the same percentage of 
increase from all shipping points. 

Before doing this, however, decision had to 
be reached as to whether the 1899 or the 1927 relation- 
ship to 8th class should be used. The 1927 relation- 
} ship was decided upon because the relationship between 
the prescribed rates for the sibvensnt of grain to export 
‘positions in Western Canada and the class rates must 
then, have been considered and deemed reasonable. 

Q. Considered and deemed ressonable by whom, 


Mr. Roberts? 
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A. Well, I would say by Parliament, Mr. 
Sinclair, because Parliament in 1925 set the basis for 
the rates both eastbound and westbound, and in doing so 
~~ I feel, anyway -- that they must have given considera- 
tion to the relationship with the rest of the freight 
rate structure. 

Q. Well, would Parliament be knowledgeable 
of relationships of specific traffics to the freight 
rate structure? 

A. Well, they themselves would have some 
experience; I am sure the Transport Department -- they 


do have available to them, Mr. Sinclair, the Board of 


Q. Are you talking about 1925? 

A. Yes, sir. 

Q. Do you know whether Parliament or members 
of Parliament consulted these experts from the Board 
before they took this basis of rates and made them 
statutory? 

MR. FRAWLEY: That is surely -- that is a 
most remarkable question which my friend Mr. Sinclair 
arr the witness; if Mr. Roberts knows whether or not 
Parliament in 1927 consulted the Board of Transport 
Commissioners. Unless there is some record; maybe 
that is the answer, 

MR, SINCLAIR: My friend is objecting to the 
question, and he is stating that his objection is based 
on --- 

MR. FRAWLEY: Well, I withdraw the objection. 


Transport Commissioners and its advisers. 
MR. SINCLAIR: Q. Will you answer the 


I ” i LG 
Ce i ms , 


‘i *3) oes 
\ WOR 


| with & ever bine ite Etioite cont oifow sheen cad 
| eds a= tvsmnsrsomegett troqucant odd sue me I rsonek 
| to brand. edd tial oate, amt, asd od oldelteve. eve PRS Beg 
| -auoRivhs ett bas, ereaoteetomo) drogeasyt, | fee 
| TOOL tunds gmetad meme iol, «1 6 ali i" he 
| | sia ty rc) an Av bile mr co) Mo i 
| steitvom, to Jiomeiired setter wodal' wor oO Me bape | 
Hxeod eid mot aduegKe eaedt seas PRE S S. (48 
| aie am 
} 
| 
| 
| 
‘ 
i 
i 
| 
| 
| 


ment shan baie geten Lo atesd aldd doot yed? exoted | ih 
— fea 
6 eh tedd «= ylequs ak Sant J -ERIWAS he 
‘hel ook. baelst wn dotaw Hol te eip ae how 
jon to teddoiw ewoak adtedon . aM it jaaendiu end sales, le | 
dogenarT to brace edt. bestyaaos ‘VSCl at dmommtfast | 
abests ~ oro Set ‘onog Bs etedt eaelal _ .8ten0Le2 Lomod A has 
edz ot gatioetdo at boett] WM. :AIALOMIS AM. ., + J ‘yas 
heead al aotioetdo eld dadt Battie, BL os at Tries es 
natin oicle heniiie leben aeiia a 
(moi tqe}do eng anata I <ttew. penta nia jts 
elt r9wenms voy ILLM » 42. AT ATONTR, oe tviaul 
deinaky Me ind a me 


w — a 


7 


’ evict ; 


eh 


bg ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Robert Sy dir 3403 
(Sinclair) 


question, Mr. Roberts? 

A, No, sir, I don't know, Mr. Sinclair, if 
they did discuss it, but I would say that having these 
facilities: available to them that they would take 
advantage of them. 

MR. SINCLAIR: I couldn't --- 

MR. FRAWLEY: Do better than that yourself! 

MR. SINCLAIR : I couldn't point it up any’ 
petter. I thank my friend for putting it so well; 

I am certainly grateful to him, and I think that Mr. 
Roberts has indicated the obnpaeve frankness with which 
he is dealing with this matter. Thank you, Mr.Frawley. 

Q. How would you go about maintaining the 
established relationship to which you refer? | 

A. To maintain established relationships 
through applying the same percentage of increase from 
all shipping points, it was necessary to select key 
shipping points. When the Crow's Nest grain rates 
were introduced in 1898, Winnipeg was the centre of 
the Western grain growing area. As the West deve loped, 
the centre shifted westward and is now the Regina 
area. 

Q. Well, if you take Regina as the key 
point, what is the result, Mr, Roberts? 
| . A, If Regina were taken as the key point 
and the precise relationship of 31.7 per cent to the 
1927 8th class rate from Regina were applied against 
the existing column 30 of $1.43 per 100 pounds, it would 
result in an inevease of 125 per cent over the statutory 


grain rates, making the rate 45 cents per 100 pounds 
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instead of 20 cents per 100 pounds as at present. The 
effect of this basis on other shipping points was then 
examined, In the territory east of Regina, an increase 
of 125 per cent would result in higher rates than if 

the precise percentage relationship to 8th class at 
these shipping points were used, particularly from 
points in Manitoba. 

Q. Yes, and in the light of the results that 
would flow from taking Regina as the key point, what 
did you then do? 

A. There is no doubt that the Western grain 
rates to export positions were originally based on 
Winnipeg as a key point. The statutory grain rate 
of 14 cents per 100 pounds from Winnipeg to Fort 
William was 31.1 per cent of the 8th class rate in 1927. 
Applying this percentage against the existing column 
30 rate of 90 cents per 100 pounds produces a grain 
rate of 28 cents per 100 pounds, or an increase of 100 
per cent over the present statutory rate. 

Q..., And if you adopt this percentage of 31.1 
per cent at the key point, Winnipeg, and look upon that 
and test it out, which shows 100 per cent or 28 cents 
per hundred pounds to maintain the same relationship as 
existed when Parliament fixed these rates, what would the 
effect be on Regina? 

A. If the rates on grain and grain products 
to Fort William were increased uniformly by 100 per 
cent, the rate from Regina, ides a is in the centre of the 
Prairie grain growing territory would be 40 cents per 
100 pounds. | | 
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Q. And how would the level of the rates to 
the Pacific coast ports for export be affected under 
this approach? 

| A. The rates on grain moving to Pacific 
Coast ports for export are related to the grain rates 
to Fort William. To maintain the existing relation- 
ship these rates should also be increased by 100 per 
cent. For example, the rate from Calgary to the 
Pacific Coast ports for export which is the same as the 
rate from Regina to Fort William, that is 20 cents per. 
100 pounds, would also become 40 cents per 100 pounds. 

Q. Yes? 

A. It was considered that rates of 28 cents 
per 100 pounds from Winnipeg and 40 cents per 100 
pounds from Regina to the lakehead and also 40 
cents from Calgary to Pacific Coast ports would con- 
setcute a just and hea seRAWie level. 

Q. Now, you have been discussing relation- 
ships to the class rates at other times for the reasons 
that you have stated, as an approach to fixing just and 
reasonable rate levels for grain moving to export 
positions. Now; could you summarize that rather 
shortly, please? 

| A. From the analysis thus far made it will 
be seen that the relationship in 1927 between the 
statutory rates which were then fully implemented and 
the class rates from Winnipeg has been used as the 
base for determining the proposed level. The 1927 
relationahip was adopted because the level then fixed 


by statute arose out of considerations by Parliament 
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and Special Committees of Parliament which resulted 

in a stabilized rate level applicable throughout 
Western Canada for grain traffic moving to export 
positions over all lines of railway. ‘the relationship 
that existed in 1927 also takes into account all 
changes that occurred in the class rates from the time 
the basic level for the grain rates was first estab- 
lished in 1899 until 1927. This relationship re- 
mained constant until 1948. 

Q. Remained constant until 1948. I don't 
know that we made it clear why it would change after 
1948; why would it change after 1948, Mr. Roberts? 

A. Because, sir, of the general increases 
which were authorized by the Board of Transport Com- 
missioners, commencing with the increase of 21% effective 
April 8th, 1948, and then in that intervening period 
also we have had equalization before us and the class 
rates were put by the Board or an equalized level. 

Why would the relationship change then? 

A. Because the class rates themselves rose. 

Q. Maybe we can summarize it this way: 
one part of the relationship remained fixed and the 
other part increased; is that right? 

A. That is right. 

Q. Which necessarily changed the percentage 
relationship after that tine? | 

A. Correct. 

Q. And I think Mr. McCoy gave some evidence 
yesterday, or the day en yesterday -- yesterday, I 
think it was -- as to what the relationship would be 
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today; I think that is correct? 

A. Yes. 

Q. You have no comment on ‘that? 

A. No, sir. 

Q. © That relationship would also apply all 
over the country, all over Western Canada, the relation- 
ships he was talking about? 

A. Yes. 

Q. I don't want to duplicate that evidence. 

Now, in the light of your analysis which you 
have just summarized, and up to the situation on re- 
lationships to 1948, what did you do? 

A, Winnipeg was adopted because it was the 
key point when the export grain rates were first estab- 
lished and was also the key point at the time of the 
Crow's Nest Agreement. A uniform increase of 100 per . 
cent over the statutory level of rates is proposed 
because this method retains the relationships between 
shipping areas which have existed from the introduc- 
tion of the export grain rates in Western Canada. 

| Q. Yes, and in the light of that analysis 
that you have now completely summarized, what was your 
cone lusion? 

A. Based on judgment and the factors already 
discussed, the proposed level of rates appeared just and 
reasonable and also to have a proper place in the 
freight rate structure. But, to corroborate this 
judgment, other tests were made. 

Q. Now, dealing with the tests, what is the 
first test? 
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A, The rates must in the first place be 
considered in relation to the variable and total cost 
of moving the traffic. To do this, a study was made 
of the cost of moving Western grain, and the results 
have been described in the evidence of Mr. Stenason. 

Q. Yes? 

A. The variable cost of transporting evein 
moving at statutory and related rates as shown by the 
results éfirche cost study is 0.74 cents per ton mile and 
the total cost is 1.00 cents per ton mile. 

Proposed rates to be just and reasonable must 
meet the variable cost and something more. The 
"something more" is dependent upon numerous factors as 
has already been explained including the fact that 
this plus factor over variable cost must carry a fair 
Pris awan Gites seenbeant costs. 

Q. Now, Mr. Roberts, in this analysis and 
the work that you have done in arriving at -- as wh 
experienced traffic man -- your views and your position 
as to what would be a just and reasonable level for 
this grain traffic, how did you look at this proportion 
of constant costs, this proportion over variable costs, 

- which you mentioned as related specifically to this 
export grain traffic? 

A. The movement of grain from Western Canada 
to export positions is the largest single job the rail- 
ways do. In 1958, it accounted for over 40 per cent 
of the total freight transportation service of Canadian 
Pacific in Western Canada and was over 26 per cent of 


all freight transportation service produced throughout 
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the entire Canadian Pacific System. 

| In view sheitie large volume of Western grain 
moving to export positions in relation to boval traffic, 
it is Papesant that unless a substantial burden were 

to be placed on other oe or on the railways, the 
just and reasonable level must meet the total cost of 


transporting the grain traffic. 


(Page 3413 follows) 
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Q. Now, have you further reasons for 
adopting the proportion over variable costs as the 
difference between variable and total to the grain 
traffic as being the appropriate plus | 
over variable cost for the traffic? 

A. There is no justification for the 
pasic traffic of a plant being priced on an incremental 
basis, No one can seriously suggest that grain traffic 
in Western Canada bears any resemblance to a mere 
increment, that is that other traffic provides the basic 
volume and that grain traffic is imoretiontats 
Therefore, for this reason also, Western grain traffic 
should pay rates which meet the total cost, 

Qe What was the next test of the. 
reasonableness of your proposed level, You have 
dealt with the pelaticitullip of proportion over 
variable costs. Now, what was your next test of 
the reasonableness of the proposed level you have 
given evidence about. | 

A. To test the reasonableness of the 
proposed rate level, the revenue per ton mile which 
would be produced under such a level was examined, 

The revenues from western grain moving to export 
positions as developed in the cost study for the year 
1958 totalled $35,354,766. Included in this figure 
was the stop-off charges for terminal service at 
milling points, the revenue from which amounted to 
$455 ,502. ‘Therefore, the revenue from statutory and 
related rates applicable to the movement of grain and 


grain products to export positions in the year 1958 was 


Ce iia. ie 7 7 ¥ 


ce ae ee 
as 


: ne 
a hen | 


| Latnemevont ne ao beokrq sessilis 
ottistt ateds Jedd deeguue “lanohios ao ‘ort eS ates 
even 8 od eonsidmenct yms eised shane aredeeW at — 
| otwsd ond gebtvord oftierd sadto dard et ted? ,toomeront [OF 
Leinemeront ef ol tant atesg tadt bas emu lov pees 0 
oftieid misty aeteeW .oais NOBBSE aids 20% .ovoteted? | aot i. 
.teoo Ladod odd toed doliw sedan vag biweds ié oh) 

et Yo tact txen ont saw ten ire a pee . 

ene wey ,fever berocouy woe 20 aueneidsnoaset 

VO sotsnogorq ‘to girlanottaten eri dittw j}faeb 
to daet dxom wwoy aew deste 4WoM .adnoo oldatusy 
ever troy fever peaogotg ont to aseneldsnosses ond | , 
| »stwoda sonmbive mov hy hun a } 
aiy ‘to SKAGIT SMOR HOT ons te0os of 4A er H 


i a tee me ssn, 
ae 
om 
me 


dotiw oLtn not seq evmever odd , Lover eden pounroene sy fos” 
bontnexs aew Level « dowe sxebsusr eh cntales, od binow Ito 
trogxe oe meek vom rien sede mons eounevet ont so 

Ts9y od? tol youita temo eit at beqoleveb ta amoldteoq | 
simgt? atdt at bobsled -.BBy HE ees dottator Beer 

ts solvise Lemterted gol eegtado Tre-qota odd sew 

od betdnwome dokew movt eutevent ecit re gutition a 

bas yiotuysta wot ornered aie erotered? | 802, 2ang aie 
bis nisi to tnemevom odd ot eldsotiqgs sedan botslet 
esw 820L seey oft mt anotdtaog téqxe of aveuborq or 


wan vie 
ae te 


be bi i" ne i 2 


THAT ay 


“ ANGUS, STONEHOUSE & CO. LTD. Roberts, dir, eX. 3414 
TORONTO. ONTARIO (Since lair) 


$34,899,264, If the rate level were increased 100 
per cent as proposed by Canadian Pacific, the revenue 
in 1958 would have been $70,254,030, which results in 
average revenue per ton mile of 1,00¢. As has been 
stated previously, the Regina area is in the centre 
of the western grain growing territory. From the 
city of Regina to the lakehead, the revenue per ton 
mile at the proposed rate of 40¢ per 100 lbs. would 
be 1403¢.. The proposed 40 cent rate from the 
Regina group would result in lower ton mile revenues 
from branch line points in the group; for example, 
from Kedleston, which is on a branch north of Regina, 
the revenue per ton mile would be 0.98 cents and 
from Drinkwater, which is on a branch line south from 
Moose Jaw, the revenue par ton mile to the lakehead 
would be 0.99 cents. The revenues per ton mile 
referred to above compare with the total cost per ton 
mile of 1.00¢. Even though this cost per ton mile 
does not give any weight to the variable passenger 
train service loss, it is considered that an average 
revenue of 1.00¢ per ton mile on grain and grain 
products moving to export positions would meet the 
cost test where the total cost per ton mile is 
1.00¢. 

Qe Any other factors you look at in 
your testing? 

A. Although grain constitutes a large 
proportion of the Western Canadian traffic, a 
disproportionate share of time and attention is 


devoted by Canadian Pacific's operating organization 
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in western Canada to ensure the regular flow of this 
grain traffic to export positions and for this reason 
a higher level of rates might be justified, Another 
feature unique to this movement which is not 
reflected in the cost study is the delay which takes 
place at the lakehead and the Pacific coast when the 
road haul transportation service of the railways has 
been completed, Beeadee of inability of the 
terminal elevators at all times to take in the grain 
on arrival, sometimes 2,000 cars are held on track 
awaiting delivery <-and until this is done, 
transportation charges are not paid. The fact 
remains, however, that practically all of the 
transportation costs have been already incurred, 
| Qe Now, Mr. Roberts, so that there will be 

ao misunderstanding about it, people may realize the 
situation fully, as to the grain traffic which comes 
to the lakehead and is delayed there or goes to 
the Pacific coast ports and is delayed there, is 
demurrage assessed against this traffic like all 
other traffic if it delays box cars, 

AY ‘Woy At “is ‘nots 

| Qe How much does it pay? 

Ae It does not pay any demurrage charge 
at all, 1 

THE CHAIRMAN: That has been a subject 
before the Board on a number of occasions. 

MR. SINCLAIR: Yes. : The Supreme Court 
of Canada found that the railways should have the 


right to assess dgemitrage, and the present situation 
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is, notwithstanding the finding of the Board of 
Transport Commissioners and the finding of the 
Supreme Court of Canada, certain ex-parte submissions 
were made which resulted in the railways being 
prevented from instituting what the Boards and 
Courts found was only right and proper. I think 
that states the situation, 

Qe Did you consider the reasonableness 
of the proposed level in relation to the other 
rates? 

Ae The proposed rates would raise from 
0.5 cents to 1 cent per ton mile the revenues 
received by Canadian Pacific for moving grain and 
grain products at statutory and related rates, This 
could not bé: considered unreasonable when compared with 
the revenue for the whole system in 1958, excluding 
the statutory grain traffic of 1,8 cents per ton mile, 
The proposed rates would also correct the unsatisfactory 
relationship which now exists between revenues and 
work done. In 1958, grain and conte products moving 
to export positions in western Canada, constituted 
26.2 per cent of the total revenue ton miles of the 
system but. only produced‘,0 per cent of the freight 
revenues. | 

Qe Summarazing that in another way would 
be that moving grain to export positions took over a 
quarter of the total work of the railways but produced 
less than one tenth of the revenue. 

i A. That is correct, sir, 


Qe Yes. 
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Ae If the proposed rates had been in 
existence in 1958, the proportion of freight revenues 
would have been increased to 16.4 per cent. 

Q. And if your proposed level of 100 
per cent test was in effect in 1958 in contrast to 
the one-quarter , over one-quarter of the work 
producing less than one-tenth of the revenues, the 
result would be a little over one-quarter of the 
work would produce a little over 16 per cent of 
the revenues? 

As Corwect . 

Q@. What would you say about the 
relationship of a little over one-quarter of the 
work producing a little over 16 per cent of the 
revenues? 

| A. Taking into account volume, the 
characteristics of the grain traffic, cost of 
movement and other relevant circumstances, this 
relationship would not be out of line and eenfirms 
the reasonableness of the proposed rates, 

xy: Now, did you test the proposed level 

in relation to the domestic level on grain rates 
within western Canada? 

As As previously mentioned, there are 
two levels of rates for movement of grain in western 
Canada; one covering domestic traffic, and the 
other, for grain moving to export positions, Another 
test, therefore, is to consider the change in the 
level of the domestic grain rates, It should be 


remembered, however, that the domestic grain rates 
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in western Canada were not subjected to the general 
increases authorized by the Board of 21 per cent in 
1948, 20 per cent in 1950, and 17 per cent in 1951. 
The reason was stated in the 21 per cent case --- 
MR. SINCLAIR: Which is she OO 
1948, 62 CéRYTiCeg 1, and the part. I wish to draw 
to the attention of the Commission is at page 1023 


"Tnasmuch as no advance was applied for 
or is being made with respect to the rates 
on grain and grain products from points 
within western Canada to the head of the 
lakes, and Armstrong, Ontario, or to 
British Columbia coast points when for 
export, it is considered that no increase 
should be authorized in the domestic 

grain and grain products rates between 
points in western Canada or with respect 
to the feed grain rates covered by C.F.A. 
fariff 145, 6.7.6; 154, To increase 
these rates with no increase in the 

others would create a spread in tne rates, 
which, it is considered, would be 


unreasonable." 


Now, Mr. Chairman, of course the reason 
no increase was applied for was because the rate 


was frozen by statute, the grain rates, 


(Page 3419 follows) 
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MR. SINCLAIR: Now, in the light of that 
situation as described in that extract from the Board, 
would you continue with your test of relating 
the proposed level for the, movement of grain to 
export positions in western Canada with! the domestic 
grain in western Canada. 

Ae The level of the domestic grain 
rates in western Canada was again considered by the 
Board in 1952 and a new level authorized, which, on 
the average, resulted in an ineréase of 25 per cent 
instead of the 69.9 per cent which had been granted in 
the period from 1948 through 1952 in general freight 
rate increases. 

Q. Yes? . 

Ae Since 1952, the general increases 
authorized by the Board have been applied to these 
domestic grain rates and the cumulative total 
amounts to 90 per cent. 

| | Qe That is 90 per cent. The domestic 
rates are now 90 per cent over the level that they 
were in 1948? 

"Me In 1950 too, sir. 

Q. Yes, but also in 1948? 

A. Yes, also 1948, yes, 

Qe But since 1952 they have been 
increased 90 per cant » also, is what you are saying, 
because they were stable between 1948 and 1952? 

Re That is right. There was no change. 

Qe Would you go on, please? 


Ae This level, however, is ‘subject to 
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by the Board under equalization proceedings and it 
is anticipated that a further upward adjustment 
should result. 

Qe Are the levels of domestic rates 
in the east and west -- are they equalized? 

A. No, sir. 

Qe Which is the higher? 

A. The eastern scale is the higher, 

Qe And so that equalization which was, 
as we know, Mr. Chairman, the position of many 
people in other times, the Board has not brought 
that into effect yet with this domestic grain 
traffic? — 

A. No, sir, 

Qe And when this rate is equalized, 
about how much would the western rate increase? 

A. Well, of course, that is debatable, 
Mr. Sinclair, because, you see, originally the 
domestic scale in eastern Canada was lower than 
the scale in western Canada. 

Qe Yes? 

Ae The eastern scale had been subjected 
to the increases since 1948. The relationship 
changed. | 

Q Yes? 

A. Now, the Board, in prescribing the 
scale in 1952, took an intermediate step towards 
equalization, you see, and they have not since made 
any change, since 1952, in that scale in western 


Canada. 
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Now, I cannot say whether the equalization 
would result in the rates in western Canada being 
brought up to the level of the eastern Canadian 
scale, because the western rates at least were 
higher historically than the east. | 

Qe You think they might be higher if 
the old relationship was maintained? 

A. Well, higher than the eastern scale, 
sir. 

Q. Yes? 

Ae Well, yes, that could possibly result. 

Qe Now, leaving aside what may happen 
to bring about equalization in domestic scales east 
and west, what is the general relationship between 
the proposed level that you have spoken about ae 
that is, the level to put grain rates in western 
Canada moving to export positions at a just and 
reasonable level, and domestic rates in western 
Canada for the movement of grain? 

A. The increase of 100 per cent which 
is proposed for the level of rates for the movement 
of western grain to export positions therefore, 
would change the level of these rates by approximately 
the same percentage as in the domestic grain rate 
level, particularly having regard to the unfinished 
aspect of equalization in the domestic rate level. 
The proposed level for the movement of grain to 
export positions in western Canada, therefore, 
meets the test of comparison with the change in 


the western domestic level, 
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Q. Mr. Roberts, what about a comparison 
of the proposed level for a just and reasonable 
level for grain moving to ae: positions with 
traffic having characteristics similar to grain? 

re _ Another test of a proposed rate level 
is with other traffic having similar characteristics 
such as length of haul, loading weight, type of 
equipment and claims experience. There is, however, 
no. commodity that in major characteristics is 
sufficiently Similar to grain to enable this test to 
be made with other Canadian movements. 

Q. So, in view of this, what did you 
do? | 

A. When a comparison between rate 
levels on similar commodities moving in Canada is 
not possible, as aa aitemanc tes. rates for the 
movement of grain and grain products in contguous areas 
have been examined as a guide. The following table | 
also found on page 18 of the Canadian Pacific 
submission --- 

| Q. That is Exhibit 47? 

A. Exhibit 47, yes, ‘The table gives 
a comparison between the present rates for the 
movement of grain from shipping points in the United 
States-to export positions at Duluth and Seattle, 
and the proposed rates for the movement of western 
Canadian grain for comparable distances to Fort 
William and Vancouver. 

MR. SINCLAIR: With your permission, Mr. 
Chairman, I think I would like to have that taken 
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right into the record. 


EASTBOUND 
Percent U.S. 
rate above 


Miles Rates proposed rate 


York, N.D. to Duluth 420 1o¢ 25 
3 
Winnipeg, Man to Fort 
William (proposed) 420 28¢ 
Whately, Mont. to Duluth 772 723¢ 4 
| Lin 
Regina, Sask. to Fort 
William (proposed) 776 Lod 
Billings, Mont. to Duluth 883 863¢ as 
90. 
Saskatoon, Sadk. to Ft. 
William (proposed) 900 ud 
Eureka, Mont. to Duluth 1240 104% 
; 100.9 
Calgary, Alta. to Fort 
William (proposed) 1242 5ea¢ 
| 
WES TBOUND 
Kalispell, Mont. to 
Seattle 627 7T2s¢ | 
81.3 
Calgary, Alta. to 
Vancouver (proposed) 642 hog 
Shelby, Mont. to Seattle 756 81i¢ 
162.5 
Edmonton, Alta to Vancouver 765 1O¢ 
— (proposed) 
Helena, Mont. to Seattle vg ge 81¢ ¢ 
? 7601 
Medicine Hat, Alta. to 
Vancouver (proposed) 818 46g 
Glasgow, Mont. to Seattle 1014 92%¢ 
50 


Moose Jaw, Sask. to 
Vancouver (proposed) 1067 50¢ 


---Luncheon adjournment. 
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--- On resuming at 2.00 p.m. 


THE CHAIRMAN: All right, Mr. Sinclair. 
MR. SINCLAIR: Q. Mr. Roberts, just before 


the noon adjournment you had been discussing the com- 


parison of rates for equidistant mileages in the United 
States with the Crow grain rates as you would propose 
their level to be, to be just and reasonable. 

Now, in the United States the maces on grain 
to Duluth, is there a distinction between a terminal rate 
and a domestic mileage rate that would apply? 

A. No, sir, there is just the one rate applies 
to both movements, either for furtherance or for local 
Ge livery in Duluth. 

Q. And this arose with some questions that 
were put, I think, possibly by the Commission or by my 
learned friend Mr. Dickson. 

What would the comparison be, to complete the 
picture, with the domestic rate on grain from Western 
Canada, for instance, the proposed rate for -- we will 
take any point you wish to take -- Billings to Duluth, 
that was ree 900 miles, and Saskatoon, and what would 
es United States rate be for either furtherance or for 
domieateiize that is shown in the table? It is at 863, 
is that right? 

A. Yes. 

Q. And your proposed would be 96.6--- I am 
sorry, .44,. 

MR. FRAWLEY: ,44 is bad enough. 

MR. SINCLAIR: I was hoping that for once the 
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Canadian rate would be a little bit higher than the 
United States rate. The reaction of my friends is one 
of outrage. 

Q. Now, what would the domestic rate for 
about that mileage be in Canada? 

A, The domestic rate for about that mileage 
in Canada would be, oh, offhand I don't know the figure, 
but it would be about the same as the 864-cent rate 
that is shown there. 

Q. About that? 

A. Yes, 

Q. Well, now, what would it be about lower 
than that? } 

A. Well, the domestic mileage scale in 
Western Canada for distances under 900 miles would be 
slightly higher than the Duluth rate. 

Q. And over? 

A. Then the position is reversed; the Duluth 
rate -- say the distance is 1000 miles and over, I 
believe those rates are a little higher than our domestic 
mileage pia ke’ 

Q. Now, with the table before you would 
you please comment on the figures shown and your appre - 
ciation of them as it applies to the question of what 
would be a just and reasonable level for rates for 
moving grain to the lakehead and to Pacific Coast ports 
for export? 

A. This comparison shows that the present 
United States rates are from 64.3 per cent to 102.5 


per cent above the proposed Canadian level. The United 
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States rates reflect factors in that country and cannot 
be applied as an absolute guide, but they do indicate 
a general position which shows that the proposed Canadian 


level is not unreasonably high in relation to rates 


applying for the movement of the United States crop to 


export positions in that country. 

MR, FRAWLEY: What does he mean by "reflect 
factors"? Could that be explained? I suppose I can 
ask that on cross-examination. 

MR. SINCLAIR: Q. How does the increase, 
Mr. Roberts, in the Canadian level that you proposed 
compare with the increase in that level since 1927; 


the increase which you proposed to bring the Canadian 


rates to a just and reasonable level, I think, was 


100 per cent? 

A, Yes, 

Q. How does that compare with the increase 
in the United States in their grain rates since 1927? 

A. Another test would be to aceip ids the 
proposed increase of 100 per cent with the change that 


has taken place from 1927 to the present in the rates 


for movement of grain into export positions in the. 


United States. It will be recognized that this test 
has, in the particular circumstances, considerable 
inibenvanee because when the grain rates to export posi- 
tions in Western Canada were increased in 1918, the 
change in the Canadian rates was related to the change in 
the United States rates. This fact is referred to in 
the evidence of Mr. Edsforth, Volume 11, page 1447. 


Q. Could you equally state what that is 
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without looking it up, or maybe the Commission -- as I 
recollect it, the United States increase was applied 
to the Canadian rates with the United States increase 
to be the maximum; is that a way of summarizing it? 

A. Yes, that is right. It is what is known 
as the McAdoo Award. 

Q. And you brought that to the attention of 
the Commission for what purpose, specifically, Mr. 
Roberts? . 
A. Well, that was -- that is brought to the 
attention of the Commission, Mr. Sinclair, to show that 
there have been instances where changes in rates in the 
United States have been reflected in changes in Canada. 

Q. In respect. to these particular --- 

A. In respect to these particular rates, that 
is right. 

Q. These particular rates being the grain 
rates which we are now discussing? 

A. That is right. 

Q@. Now, Exhibit 85, Mr. Roberts, would you 
continue to have that before you? Exhibit 85 shows 
the rates on grain from points in the Western United 
States; Duluth to Seattle versus rates from ea alone 
shipping points in western Canada, Fort William to 
Vancouver, as at September 12, 1927 and as at present? 

A. Exhibit 85 shows the rates on grain on 
September 12, 1927, and the present rates, from repre- 
sentative shipping points in the Western United States 
to Duluth and Seattle together with the percentage 


increases in these rates which have taken place in 
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that period. The statement also shows the rates 
from comparable Canadian points to the lakehead and 
Vancouver, B.C. in 1927, at present and as proposed. 

It will be observed that during the period 
1927 to the present, rates in the United States were 
increased from 104 per cent to 119 per cent. 

Q. That is the range of the increase? 

A. That is right, yes. 

Q. Yes? 

A. The proposed change in the level of 
Canadian grain rates to export positions of 100 per cent 
is about the same as the lower percentage increase in 
the United States. Accordingly, the proposed rate level 
for the grain and grain: products moving into export 
pesitions in Western Canada meets the test of compari- 
son with the change in rates for similar movements in 
the United States. 

Q. Mr. Roberts --- 

A. Mr. Sinclair, may -- I don 't like to 
interrupt you, but I didn't mention the fact that on this 
exhibit --- | 

@... You say "this exhibit"? 

A. Exhibit 85. 

Q. Yes? 

A. There is one change which I would like to 
make there, and that is Saskatoon, line 5;you show the 
rate in effect on September 12, 1927, and at present, 
was 24 cents. Now, the correct figure is 22 and the 
proposed rate, of course,based on 100 per cent increase, 


would be 44, 
(Page 3434 follows) 
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Q. I, notice that Medicine Hat is 24 
and 48, When this was being typed, is that just 
duplication of a line? 

A. hat is correct. 

Q. So the Medicine Hat one is correct? 

A. Yes. 

MR. FRAWLEY: That doesn't move to Fort 
William, but it perhaps isn't important. You have 
it down below moving to “Vancouver. That is a little 
more realistic, 

MR. SINCLAIR Q: Mr. Roberts, in view 
of the comment of my friend, the way you have proposed 
the increases to bring the rates to a reasonable level - 
does it in any way affect the relationships that are 
now established for the movement of the grain traffic 
either east or west? 

A. No, sir. 

Q. In any particular?’ 

A. No, sir. 

Q. Before we leave the United States 
comparison and test, would it be correct to summarize 
your position this way, that you were looking at the 
United States yates Tae to percentage changes in the 
level rather than the level in and of themselves? 

A. That is correct, Mr. Sinclair. 

Qe Mr. Roberts, your proposed level 
would be approximately - how would it compare with 
the United States level? What percentage would 
the proposed rate be to have western Canadian grain 


on a just and reasonable level and the level in the 
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United States? 

A. Well, in comparison, for example, 
from Winnipeg to Fort William the rate from York 
to Duluth would still be 64.3 per cent above our 
proposed rate. 

Q. That is, the United States level would 
be 64.3 per cent above the level you are proposing 
to be just and reasonable in Canada? 

A. Correct. 

Q. And up to the United States being 
100 per cent higher when the traffic is moved . above 
elie Uniadned tai es? 

A. Yes. 

Q. Mr. Roberts, what is your conclusion 
concerning the poisition of the statutory rates on 
grain and the remuneration received by the railways 
thereunder and the proposed level as you have put 
it before this Commission? 

A. The statutory level of grain rates 
is an inequity in the freight rate structure. It also 
imposes obligations and limitations by Statute 
resulting in a burden being placed on other shippers 
and the railways. This is evident from the fact that 
notwithstanding the substantial increase in the cost 
of transportation since the level of the rates was 
established in 1927 » none of this increase in cost 
has been shared by traffic moved under these rates. 
The inequity can only be removed and the burden placed 
where it properly belongs by Canadian Pacific receiving 
payment for the movement of this traffic at a just and 
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reasonable level of rates. The principles which 
Should be followed and the tests which should be 
applied in determining the level of such rates have 
been reviewed and the conelusion reached is that a 
uniform increase of 100 per neni in the rates on 
grain moving to export positions in western Canada 
would bring these rates to a just and reasonable level 
and place them in an equitable position in the 
Canadian freight rate structure, 

MR, SINCLAIR: Please answer my friends. 

THE CHAIRMAN: Mr. Cumming? | 
CROSS-EXAMINATION BY MR. CUMMING: 

| | Q. Mr. Roberts, I am looking at page 
2 of your precis. Do you have that before you? 

A. Yes, gir. 

Q. You say about a third of the way down 
the page with respect to the authority of the Board 
that it extends to all freight rates in Canada with 
the exception of statutory rates on grain and grain 
products. I understand, sir, that there is some 
limitation of the Board's jurisdiction in respect 
of agreed charges, 

A. Well, in this way, Mr. Cumming, that 
any complaint against an agreed charge must be filed 
with the Governor in Council, and may not be done 
until the agreed charge has been in Wffect for a 
period of three months, 

Qi And that limits the Board's authority 
to that extent? 

A. Yes, 
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Q. Do you think, as a traffic man, that 
there would be any improvement in your position 
if that legislation and the requirements theré were 
changed in any way? 

A. I don't know that there would be 
any improvement, Mr. Cumming. We would still operate 
in negotiating agreed charges in the manner which 
would result in'traffic moving, giving the railways 
a reasonable return in all fairness to the shippers 
and ourselves. 

Q. Have you found that that has hampered 
you in any way, the requirement that exists there? 

AY “No. 

Q. Going ona little bit, on your next 
page you refer in your discussion of the principles 
of rate making to this concept of value of service, 
in the second paragraph on page 3. Can you tell us, 
Mr. Roberts, whether the value of service principle 
plays the same roll today as it did in years gone by 
when railways were in more what would be described 
as a monopoly position transportation-wise? 

A. Is that a question? 

Q. Yes. Is it as important today? 

A. Very definitely, Mr. Cumming. The 
value of service is another way of describing 
competitors' pricing, which is. what we do today. 

Q. Insofar as it is related to the 
value of goods, has vous ability to fix rates on the 
basis of value of service been affected by the 
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A. Well, of course, the competition, 
competing modes of transportation are a factor in 
establishing rates where that is the case, 

Q. Then, I just want to understand the posi- 
tion, tm do you say that value of service is as. 
important a factor in rate making today as it previously 
was? 

A. I would say yes, sir. 

Q. Then going towards the bottom of 
the page, you make the statement that it is not the 
function of railway freight rates to offset geographical 
or other disadvantages of industries or areas. Do 
you find, as a traffic man, that that is a principle 
which is readily acceptable by shippers generally, 
or are you faced in your rate making problems with 
difficulties in that regard? 

A. I would say that the shippers generally 
realize their position in respect of transportation, 

Mr. Cumming, yes. 

Q@. On page 4 you go on with a discussion 
of the Canadian Freight Classification, Can you 
tell us how much percentage-wise of the traffic moving 
on Canadian Pacific moves on class rates? 

A. I don't have the figure for Canadian 
Pacific, but I would say’ from the Board's waybill 
study that the percentage is 8 per cent as far as 
revenue is concerned, and slightly over 2 per cent 


so far as weight is concerned. 
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Q. Now, that, is the study for all Canadian 
railways? | 

A, All Canadian railways, and under Canadian 
tariffs, of course. 

Q. I suppose Canadian Pacific's proportion 
would be about the same; would it? 

A. I would say it would be in that neighbour- 
hood. Of course, there is a certain amount of traffic, 
Mr. Cumming, moving ab class rates, which moves in pool 
cars, and I do not think that would show up. 

Q. That is not reflected in the Waybill 
Analysis? 

A. I don't think so. 

Q. On the next page, in your account of the 
factors which are weighed in allocation and rating 
toward a particular commodity, you refer under the 
third heading to the type of equipment necessary. So 
far as grain traffic is concerned, is there any special 
equipment that is needed, or do ordinary boxcars suffice 
there? 

| A. I would not say ordinary boxcars, Mr. 
Cumming. They have to be good cars for grain -- box- 
cars, but they have to be in A-1 condition. 

Q. I see. Flax, I understand, requires 
some special treatment; does it? 

A, Yes. In shipping flax, you have to have 
the car lined because it is an oily seed and it slips. 

It leaks out easily unless you have car liners in. 

Q. Are those liners that you refer to -- 


are they charged for? 
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1 
) A, Yes, they are. 
3 Q. Now, Mr. Roberts, there has been a cer- 
4 tain amount of evidence before this Commission which 
, would indicate that the proportion of traffic moving on 

competitive rates and agreed charges is increasing and 
: currently with that the amount and proportion moving 
: on class and commodity rates is shrinking. Do vot, as 
8 


a traffie man, expect that trend to continue in the 

9 foreseeable future? 

10 A. Well, the competition will become in- 

11 tensified, Mr. Cumming. When it might settle down and 
12|| each segment of transportation find its own place in 

13 the economy, I otitahrt! shige But, at the moment, yes, 


the traffie moving at non-competitive and class rates 


14 
is shrinking. 
a Q. That seems, as far as you can see, to 
a be a one-way street? 
17 A, How do you mean that, sir? 


Q. You do not see any change in that trend? 
A. Not in the forebeeabile future. 
Q. I see, On the next page, page 7, sir, 
you say: . 
"the first three column ratings generally 
apply to less than carload shipments of all the 


commodities named in the Classification." 
Are there any less than carload shipments moving on 
column 55 -- that is the fourth column? 

A. Yes. Grain in less than carihoad quantities 
would be one, Mr. Cumming. 


Q. Is there any significant movement of less than 
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carload on that rating? 

A. I would say there would be pretty fair movement 
of grain in less than carload quantities, particularly 
feed grain, Mr. Cumming. 

Q. IL see, And that, you say, would be a sig- 
nificant movement? 

A. Well, I would say in Western Canada and in 
Eastern Canada, too, yes. 

Q. Then, you told us yesterday about some carload 
movement s on the four higher ratings. Once again, is 
that what could be deseribed as a significant movement? 

A. Well, we get good revenue from it, Mr. Cumming. 

Q. And the Waybiil Analysis would indicate that 
there would be something in the order of 8800 cars in 
1958? 

A, Bighty-eight cars, which translated’ = 
under --- 

Q. I was expanding it. 

A, Yes, that is right. 

Q@. On page 8 under the heading of "Class Rates, " 
Mr. Roberts, you say the basic rates are the class rates 
which are prescribed by the Board as just and reasonable 
rates and are the ceiling which may not be exceeded 
without approval of the Board. I wonder if you would 
explain to us, sir, to what extent, if any, the Board 
can or does approve rates in excess of the class rates 
and just how the railway goes aeGut’ wed ing a particular 
rate raised if they think it is unsatisfactory? 

A. Well, we do not -- we cannot go above the class 


rates on a particular rate, Mr. Cumming, but the class 


et ettens e0n0 | 
, Stogmevent: special 2 as bedbengeb od b | 
soir i 4ot most eumevem Site seen, pemeere 
Jack etgotbat bivow stay lain, EiLeyAW AT BAA, 9B yoo 
aL endo 0068 Yo. webu ont mt) antsizemen. 0d biwow, exedt 
‘aye aaa 
‘borsieanetd ate BESO erie AD ; 


. 2) an 
3} ee 

‘ A a i 

{ ile HG te 

| 1 . tik OE ,, , : 

/ , i i ive 

' \ en 

| 

} 

: 

} 


PAL. spots 


ae i 
Ps ae heer 
oe > 


ott goatbasgxe aaw I Py gh - My | 

| | Jeigte et tedd yaek A pet me 

" aedet eeahO"to gatbsed edt sebaw 8 egeq 20. ati.) i oe 
afdedeeseon bie teu ae basol edd yd bodiaoneng, 8 sone |, oy 


| | 
| setey aeelo sit .em agtet .olgad add, SR LOY aise at | | 
{ a 

, 
| | 
) ‘bebssox® od dom yan dolnw grtfiles edd ems bas soter | 
| 
. 


bhisow HOY at sobetow I). aad, extt to. Levorqas dwodtiw | 
HrsoG eet \ ume th (énedxe tadw od the. MOT ERE ER TE 
cover eaelo aft. to eusoxe at aetet, svorqas aseb 0 80 | 
tslyobéieqa s&s gabisveg, duods weg, ysultesn old worl cust ban 
Te tostatememy at If aintdd yort th beads 
aselo oft eveds 6g Jonas ow -+ don ob ew few: on, 
azelo edd dud . <geitoman) «5 i 9tea. salah: 4“ ve 


1 


< 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Roberts, cr=-@xX 3447 
(Cumming ) 
rates move. They are the basic for a general freight 


rate increase, and that is how the class rates move. 
| Q. Just in general revenue cases? 

A. Yes, sax. 

Q. Supposing you consider that the class rate on 
some particular commodity rather than the general class 
rate has been inadequate. What can you do about that? 

Or, can you do anything? 

| A. I cannot -- that is a pretty theoretical ques- 
tion, Mr. Cumming. You see, these class pabbe -- the 
level is prescribed by the Board. The classification 
which is used in conjunction with them hag been worked 
out sicaas the years. It reflects the proper rate-making 
principles. 

Now, I cannot foresee a rate on any particular 
class being done -- being granted -~- but it could be done 
Should it happen by, say, a commodity being rated second 
class less than carload, it could be put in the first. 
elass. You see -- raise it up one class. 

Q. Shifting the class rate for the commodity 
itself? 

A, That is correct. 

Q. Now, is that done much in practice? 

A. No, sir, not to my knowledge. I do not 
know of any class ratings on any particular article being 
increased, 

Q. What I am getting at, perhaps, is this, 
Mr. Roberts. Do you think,once again as a traffic man, 
that the railways! position would be better or it would 


be more practical for them to change individual rates 
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upwards? 

A. Oh, that is a pretty big question, Mr. 
Cumming. 

Qo Well, all right, then. 

A. I'd have to chew on that for a while. 

Qe. You would want to chew on that? 

A. Yes, sir. 

Q. You refer further down the page to the 
equalization orders and you note over the page the ex- 
ception indicates the Maritimes, and you told us this 
morning something of the domestic grain which had not 
been equalized. Apart from that, have those orders 
succeeded in generally equalizing rates east and west 
as of today? 

A. Oh, the class rates are equalized, sir. 
The only exception in the case of a mile for mile rate 
equalization -- we must except the Maritimes, of course 
-~ are the groups A and B in Eastern Canada. 

Q. What do they comprise? 

A. Well,that is the territory in the Province 
of Ontario and Quebec which historically have been treat- 
ed as one rate group between Eastern Canada and Western 
Canada -=- one area. 

COMMISSIONER MANN: Mr. Roberts, for the sake 
of completeness, is it correct that between the mainland 
of British Columbia and Vancouver Island there is a 
two for one relationship? 

THE WITNESS: Yes, because of the water move- 
ment. 


COMMISSIONER MANN: There is a departure from 
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strict mileage in that case as well? 

THE WITNESS: That is correct. 

MR. CUMMING: Q. And those, I take it, are 
the only exceptions to these equal ratings? 

A. That is the class rate equalization, yes. 

Q. I understand, Mr. Roberts, that railroads 
in certain areas, anyway , operate their me road highway 
transport organizations? 

A. No, we do not operate our own. The 
railway? 

Q. That was my understanding. Am I incor- 
rect in that? 

A. We have what is known as the Canadian 
Pacific Transport Organization. It is separate from 
the railways and acts as a highway operator. 

Q. And is it, in its day-to-day operation, 
controlled by the railway, or operated independently? 

A. No, sir, it has its own manager who 
operates the company as a manager would in accordance 
with regular business principles. 

Q. Yes, I see. 

Just dealing generally with this question of 
competition, sir, as I understand the evidence that has 
been given, perhaps the principal competitive mode of 
transportation that we have gone into is that of highway 
truck ing? 

AS What ? In Canada? 

Q. Yes. 

A. Yes, sir, 


Q. Would it be fair to ask you what is the 
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range distance-wise of the main burden of that truck 
competition? 

As Well the main burden, I would say, would 
be distances between 300 and 400 miles. 

Q. We have heard of some very long distances. 

A. There are, between Eastern Canada and 
Western Canada, but you asked me for, I presume, the 
distances where the competition was most intense. 

Q. And you say in that order of between 
300 and 400 miles? 

A. Yes, sir, 

Q. Do you expect that to extend? Is that 
an experience that you have been having? 

A. Well, with the extension of the network 
of highways, you cannot stop progress. I think they 
will extend their operations. 

Q@. We have heard these terms "attrition" and 
"erosion", Mr. Roberts. I wonder if you would be good 
‘enough to define them for us? 

MR. SINCLAIR: I might say in this room you 
have asked the wrong witness. The man who coined them 
is now the pin boy. 

MR. CUMMING: Q. I realize you cannot be 
blamed for them. I just want your definition of them. 

a Attrition, Mr. Cumming, is a lowering -- 
a process of a lowering of your rates, I would say; and 
erosion is what could be the loss of traffic. 

Q@. I see. And it is in those senses that 
those two terms are used? 


A. yes, sir. 
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Q@.. .@ would like you to turn for a moment, 
Mr. Reverts, ito your Exhibit 47, on page 11, paragraph 30. 
Have you got that? 

A. Yes. — 

Q. It. says: 

"From earliest times, however, to enable 

grain to move freely, the applicable rates have 

always been on a lower level than 8th class." 
Now, what I am interested in is that statement in © 
relation to your discussion about relationships with 
class rates. Can you tell me whether the applicable 
rates which were in force from earliest times were fixed 
on the basis of any pre-determined or pre-conceived 
percentage relationship, or is it just an experimental 
process? 

A, Originally, no, Mr. Cumming. This is my 
opinion, of course. We do not have anything in the 
record to indicate this, but I would say it was just 
fixed at a level to move the traffic at the time. 

Q. Just as a matter of bektnent principles? 

A, Business principles, yes. 

Q. And so it would not have been fixed with 
any thought of setting on any determined percentage 
relationship? 

A. Ho,’ six. 

Q. Relationships are after calculating, that 
is --- 

A. Are we speaking now of the rates to Fort 
William -- the rates on seta Fort William, Mr. 
Cumming, or ---- ? 
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Q. I was thinking of the rates which are 
referred to in paragraph 30. I am not quite sure what 
they are. 

A. You see, there are two levels of grain 
rates in Western Canada. There is the statutory level 
on traffic moving into export positions, either on the 
Pacific Coast. or Fort William, and then there is the 
domestic mileage scale which applies on movements 
within Western Canada. 

| Q. And, of course, those were both lower 
than the class rate? 

A. That is correct, yes. 

Q. You said that the applicable rates were 
fixed on business principles. Were you referring to 
one or the other, or both? 

A. Both. 

Q. LT see. 

Going over to page 13, there is the table that 
is set out in paragraph 38. 

You told us this morning, sir, if I Pecani® 
your evidence correctly, that Maple Creek -- I think my 
friend “Mr. Sinclair described Maple Creek as the break 
point on Canadian Pacific line? 

A. That is right. 

Q. I am just trying to appreciate the signi- 
fiecance, then, of the inclusion of this table of the 
eastbound rates from points west of that break point? 

A, Well, I guess we have to give a little 
compliment to Mr. Frawley's province, because particularl 


the milling companies in Saskatchewan and Manitoba draw 
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grain from Alberta which is, of course --- 

Q. --~ milled in transit and then forwarded 
to the lakehead? 

A. Exactly. Oh, yes. 

Q, Does that represent a substantial movement 
sir? | 

A. Well, Mr. Cumming, I could not put a 
figure on that, but they very doe imitciy do draw grain 
from Alberta, the Peace River district. 

Q. So then these more westerly rates are not 
merely paper rates at all? 

| A. No, sir. 

Q. You say they are very real? 

A. Absolutely. 

Q. In paragraph 40 you point out’ -- we have 
heard this before -- that under the statutory grain 
rates the progression for mileage blocks is not regular? 

A. That is correct. 

Q. Canadian National filed, as Exhibit 82, a 
mileage block scale. Can we get a similar one from 
you, oP would yours be identical? 

A. Well, I think that --- 

Q. Perhaps, in fairness, I will put this 
before you, 

A. I think probably we could portray it, if 
you don't mind, a little more graphically as to the 
mileage block, 

Q. Is that a convenient thing for you to 
Pile? 

MR. SINCLAIR: What the witness said is that 
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he would give you the information but he would do it 
somewhat differently. He had obviously in mind a way 
of presenting it that would set this up a little dif- 
ferently than this was set up that would, in effect, 
give you the mileage block progression. 

MR. CUMMING: That is something you ean file 
later? 

MR. SINCLAIR: Oh, yes, we willdo it -- that 
is, if you want it on that basis, we can do it on that 
basis, or do you want it the way the witness says? 

MR. CUMMING: If Mr. Roberts says it will be 
shown more graphically, we would be quite pleased to 
have it the way Mr. Rover dy Wowie wer at up. 

MR. SINCLAIR: That is the way we will do it, 
Mr. Chairman. 

MR. CUMMING: Q. Now, over the page, sir, 
you comment on this question of allocating a key point 
in picking a rate where there would be a reasonable 
relationship, and so on. And you say if Winnipeg -- 
it says in this submission: 

"If Winnipeg were adopted as the key 

point a substantially lower increase would 
result. Notwithstanding that a strong 

case could be made out for using Regina 

as the key point there is some justifica- 
tion for using the 1897 key point, Winnipeg." 

I wonder, sir, if you could give us the pros 
and cons for the selection of Regina on the one hand 
and Winnipeg on the other as the key points?. 

A. Well, I think I explained that in my. 
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Q. You develop Winnipeg to some extent. 
A, And Regina, too, as I recall. 
I said: 
"If Regina were taken as the key point and 
the precise relationship of 31.7 per cent to the 
1927 8th class rate from Regina were applied 
against the existing column 30 of $1.43 per 
100 pounds, it would result in an increase 
of 125 per cent over the statutory grain 
rates, making the rate 45 cents per 100 pounds 
instead of 20 cents per 100 pounds as at 
present. The effect of this basis on other 
shipping points was then examined. In the 
territory east of Regina, an: increase of 
125 per cent would result in higher rates 
than if the precise percentage relationship 
to 8th class at these shipping points were 
used, paveleuleniy from points in Manitoba." 
Now, that is 125 per. cent, Mr. Cumming, and you see the 
increase that we are proposing, the percentage relation- 
ship to the class rate would be 100 per cent. in, 80. 
far as Portage la Prairie is concerned it would be 106.7 
per cent; Virden, 111.1; and Grenfell, 121.1. It 
was those points we vicia have been applying a greater 


increase than the percentage relationship indicated. 


(Page 3460 follows) 
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Q@. I see. Towards the end of this part 
of your submission, Mr. Roberts, and I think it is 
in paragraph number 60 --- 

MR. SINCLAIR: It is Exhibit 47. 

MR. CUMMING: Yes. 

MR. SINCLAIR: And that is at page 19. 

MR, CUMMING: Yes, page 19. 

Q. . You say, "the additional revenues which 
would have accrued to @onddtin wacteie in 1958 if 
the proposed level of Western Grain Rates had been 
in effect instead of the prescribed level." The 
increase would have been -~ I have the figure 
$35,600,000. 

A. $35,354,766; I believe that is the 
proper figure. 

Qe That, of course, Mr. Roberts, assumes 
that there would) be no falling off an the. traffic 
offerings? | 

A. I don't think there would be. 

Q. If these rates, the proposed increase 
in the rates which you have in mind and are suggesting 
before this Commission, were to be paid, not in the 
manner that you suggest , but to be paid by the shippers 
of grain themselves, would you anticipate any falling 
off in traffic offered? 

A. I don't think that it would lessen 
the demand for the Canadian grain in the export 
market; whether the western Canadian economy could 
stand it, is another question, and that is why we 
made the suggestion we did. 
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Q. I see, Now, going back to your 
“precis, if I may, Mr. Roberts, on page 14 you refer 

to what was described as "Statement 300", and the 
exhibit is now:number 83. | 

Are the figures which are set out in that 
exhibit, No, 83 sir, made on the basis of the rates 
before or after the 17 -per cent increase, or do they 
account for the 10 per cent roll-back? | 

A. No, they include the full 17 per cent; 
that is the revenue which would be received by the 
railways. | 

Qe I see. Now, on page 15 you refer 
once again to the irregularity of the mileage blocks 
under the statutory grain rates. Now, despite that 
irregularity, there is the principle of taper 
recognized in that. | 

A. Yes, they taper all right, but 
certainly not. with any oppeistency. For example, 
you have a range in the mileage, blocks, Mr. Cumming, 
between Winnipeg and Morley, Alberta, which is the 
furthest west, and you have a range in mileage blocks 
of 8.6 miles up to 122.6. Now, that certainly isn't 
consistent. | 

Q. Well, over the page you, after having 
spoken about the consideration that you gave toa 
change in that mileage block to what is described 
as a smooth progression, you comment that such a 
change would have disturbed in some degree long 
established groupings. 

Now, what I would like to know Mr. Roberts, 
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is it of paramount importance that those long 
established groupings be maintained? 

| ptt (ick would say so far as the western 
Canadian farmer is concerned, yes. 

Qe Now, supposing you were to change 
them in favour of a smooth progression, what happens 
when those long established groupings ae disturbed? 

A. Well, it could disturb, Mr. Cumming, 
the pattern of shipping very definitely. In other 
‘words, eastbound or westbound; it would change the 
direction of movements. | 

Qe It would change the direction of 
movements. Would it affect the overall volume 
of grain offered for shipment? 

A. Oh, I.don't think so, no sir, 

| Q. Now, would the change in the pattern 
of movements, would that represent a severe economic 
dislocation in the west?. . 

A. I don't think so. 

Q. Would it make much difference to the 
railway? 

A. Not if we get just and reasonable 
earnings based upon a just and reasonable level of 
rates, 

Q. I am asking that apart from that. 

A. No sir. 

Qe ‘Again on page 19 at the bottom of 
the page - and this point, I think, has come up 
before, Mr. Roberts - you say; "There is no justification 


for the basic traffic of a plant being priced on an 
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incremental basis." Now, I wonder if you, as a 


traffic man, would tell us what the term "basic 
traffic" means and how big a segment of traffic it 
2s to be before it can be properly described as 
"basic traffic"? 

A. Well, basic traffic, Mr. Cumming » 
is the traffic for which the plant was constructed 
in the first place, and I don't think there is any 
doubt but what all the feeder lines in the provinces 
of Manitoba, Saskatchewan and Alberta were constructed 
for the carriage of grain, _ And now, they constitute 
40 per cent, the traffic that is handled from those 
lines constitutes40 per cent of the work we perform; 
that is, 40 per cent of the work we perform in 
western Canada. , and when you have a segment of traffic 
that large, it mast be basic. 

Q. Well now, when you as a traffic man - 
or is this a practical thing to do, to say that any 
segment of CMa P OO stint achieve a certain percentage 
before it can be described as basic? Is there 
any rule of thumb that is of assistance in that? 

A. No. You would have to look at. why 
the lines were built. 

Q. I suppose it is question of judgment, 
is it? 

A. That is right. 

Q. Now, on page 20 at the bottom of the 
page, you say, "Although grain constitutes a large 
proportion of the Western Canadian traffic, a 


disproportionate share of time and attention is devoted 
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by Canadian Pacific's Operating organization in 
Western Canada to ensure the regular flow of this 
grain traffic to export positions..." and I was 
wondering, sir, when you talk about share of time 
and attention devoted by the operating organization 
as being disproportionate, how is that measured? 

A. That is measured in terms of the 
revenue received at the present time from this 
traffic; the amount of the traffic requires very 
careful attention on the part of our operating 
people who are watching it constantly. 

Q. If the proportion of the time of your 
operating organization which is devoted to this 
were compared to the actual transportation work done 
and measured in ton miles, or something of 
that sort, rather than compared to revenues, would 
it still be disproportionate? 

AL = No, but, of course, the revenue is 
the thing you look at in performing the work. 

Q. That is the key, is it? But, in 
any event, the statement that it is disproportionate 
is related to revenue and not to work done. 

There are just one or two other points. 
There was something you said yesterday, Mr. Roberts, 
in answer to some questions by my friend Mr. Sinclair. 
It is in the transcript Volume 23, at page 3363 and 
at, line 21. I was going to ask you this question, 
and I am dealing with competetive rates. 

Do you have that? 

A. Yes. 
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Qe 

"Q. And dealing with competitive rates, 

is it necessary for you to file all the 

information that you get, or what is the 
situation? 

A. No, it isn't necessary to file the 

information we secure, but we have it in 

our records. 

Q@. And you file it when? 

A. If required by the Board? 

Could you tell us, sir, how many times 
since 1951 you have been required to file this 
information with the Board? 

| A. No, I don't know sir. 

Q. I am instructed that it was something 
of the order of eighteen times; would that accord 
with your --- | 

A. No, I couldn't answer that question; 
I would say the only time we file: it is when we 
publish a rate without any notice; just publish the 
rate to meet the competitive situation, 

Qe In any event, Mr. Roberts, the 
tenor of your evidence on that point was that you 
didn't feel there is any restriction imposed on the 
railways under that section? 

| Ae No, sir. 

Q. Do you think the section is useful 
at all or is it necessary? 

A. Well, we gather the information -<x-. 


Q. Anyway? 
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A. Anyway, Mr. Cumming, we do it because 
it is good business practice; you should know what 
the price is you have to meet and what is involved. 

Qs Well, with that in mind and in view 
of the fact you got it anyway, has the section 
outlived its usefulness? 

A. Well, I wouldn't want to say that, 
Mr. -Cumming, I wouldn't want to say that. 

Q. Well, there are just two more. There 
is one more point here, there was aaie discussion 
yesterday with Mr. McCoy about the requirements in 
connection with the publication of freight rates. 

Do you as a traffic man think that this should be 
changed; that the railways' pricing activities be 
assessed? 

Ayg How do. you mean: that? 

Q. I had in mind the matters that were 
dealt with by Mr. Mann when he was discussing the 
question with Mr. McCoy. 

MR. SINCLAIR: Page? 

MR. CUMMING: I am sorry, I don't have the 
page. 

Q. Speaking generally, my recollection 
was that Mr. McCoy's evidence was something to the 
effect that he felt the railways would be better 
off if they were not required to report. Now, I 
am afraid I have sort of lost myself, Mr. Roberts, 
and probably I have lost you, too. 

A. Is the question whether the railways 


should be required to publish rates for public 
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knowledge? 

THE CHAIRMAN: Publish rates? 

THE WITNESS: Well, in my opinion, sir, 
we should continue to publish rates for public 
knowledge, yes sir. 

MR. CUMMING Q: You don't feel, I take 
it, then, that you are hampered by these requirements? 

A. If you did not publish your rates 
there would be areas where a concession might be 
made to one shipper and not made for another, and 
I think that would be dangerous to all concerned. 

MR. CUMMING: I see, thank you. 

THE CHAIRMAN: Mr. Mauro? 

MR. MAURO: I think that perhaps in view 
of the time --- 

THE CHAIRMAN: Yes, we will have a recess 


now. 


---Short recess. 
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‘MR. CUMMING: Before my friend Mr. 
Mauro goes on, Mr. Chairman, there was just one more 
matter which I overlooked which I wanted to ask 
Mr. Roberts about. 

Q@. On page 23 of your precis, Mr. 
Roberts, you set out that table of cofiparabive 
American rates; there are more of them in Exhibit 
No. 85. What I was concerned about is, is the 
volume: of grain moving on those American rates 
comparable to the volume of Canadian grain movements. 

A. It is quite heavy through Dalvth; 

Qe What about westbound? 

A. There is a substantial movement 
westbound, too, Mr. date. 

Q. Would it be anything like the order 
of the Canadian grain movement? 

Ae It is substantial, very substantial, 
but I don't think it is as heavy as our movement to 
Fort William. 

MR. CHALRMAN: Mr. Mauro? 

MR. MAURO: Mr. Roberts, before I start 
our verbal wrestling I want to join with the 
remarks of the Chairman in congratulating you on 
your recent promotion. 

THE WITNESS: Thank you very much, Mr. 


Mauro, 


CROSS-EXAMINATION BY MR, MAURO: 


Q. Now, Mr. Roberts, if you turn to 
page 2 of the precis, the first complete paragraph 
following the quotation, where you state that the 
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authority of the Board extends to all freight rates 
in Canada with the exception of the statutory rates. 
I was wondering whether you could tell us whether 
the Board's authority extends to the removal of 
discriminations on the rates from the Maritimes 

to Toronto as compared with the rate from Winnipeg 
to Toronto on the same commodity. Was there any 
equalization of rates between the Maritimes, eastern 
Canada, between the Maritimes and western Canada? 

A. Well, no. You mean in respect 
of the level?. 

| Q. Does equalization apply to the 
Maritimes? | 

A. No, sir. 

Qe And if, in fact, there was a 
different rate level between the Maritimes, a point 
in the Maritimes to Toronto and Winnipeg to 
Toronto, would the Board have the power to change 
that rate? 

A. No, providing it comes within the 
scope of equalization as the Board has dealt with 
it. No, it would be outside the jurisdiction of 
the Board. 

Q. That would be another area that the 
Board would not have authority? 

A. ‘That is right. 

Q. And skipping one paragraph, you make 
this statement: 

"Railways, in addition to the usual 


economic controls affecting all businesses, 
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are subject to direct regulations 

under the Railway Act and to control 

and supervision by the Board of 

Transport Commissioners in setting freight 


‘rates ..." 


Now, you stated that you are not only 
affected by the usual economic sani but also 
in regulation under the Act. I suggest that this 
must be qualified by your exemption from the anti- 
combines legislation and the laws relating to 
trust and monopolies. 

MR, SINCLAIR: Members of my profession 
have made a good living out of that for a good many 
years, and I don't think we are going to give that 
ever to traffic men in regards to combines 
legislation. | 
| MR. MAURO: Apparently there are certain 
“statements that traffic experts can make in 
the examination in chief but when they are cross- 
examined they have a limited kmoWI@dge of these 
items. I am asking the question, If Mr. Roberts 
doesn't know --- 

THE CHAIRMAN: What was the question, 
Mr. Mauro? , 

MR. MAURO: I will phrase it differently. 

Q.. Do you know, Mr. Roberts, whether 
or not the C.P.R. is subject to the combines 
legislation? 

MR. SINCLAIR: Which combines legislation? 
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MR. MAURO: The Canadian one, as opposed 
to the American one. 

MR. SINCLAIR: What do you mean by 
"Canadian combines lesiglation"? 

MR. MAURO Q: Can you deal with the 
C.N.R. in the fixing of rates? Can you have 
meetings on the setting of rates and do you have 
meetings on the setting of rates? 

A. Well, we negotiate with the shippers 
in conjunction with the Canadian National Railways 
in negotiating a just and reasonable level of 
rates to move the traffic. 

Q. And yet there is no limitation put 
on the number of rail lines you want to build --- 

THE CHAIRMAN: I think you can ask 
him, Mr. Mauro, whet he can do, but you can't ask 
him a question of law. 

MR. MAURO: That was the nature of my 
question, Mr. Chairman. 

Q. And I suggest to you that one of 
the purposes in the regulations was to offset the 
monopoly position of railways in Canada, Do you 
agree with that? 

A. Originally, Mr. Mauro? 

Q. And today - set plot leis historically 
and today? 

A. I don't know that there is any 
monopoly position today. There are too many 
trucks on the road, and also there are Ships on 


the Great Lakes , Ships moving through the Panama 
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Canal. 

Q. How about grain? You told us a 
little while ago that you didn't think that grain 
would be diverted even if it went over 100 per 
cent. 

A. How do you mean "diverted"? 

Q. Mr. Cumming a few moments ago said: 
. Do you think this increase in the price of grain 
of 100 per cent would cost you the loss of this 
traffic? And you very candidly said: "I don't 
Cas 16, wild." I say to you that there are 
areas in this country still, Mr. Roberts, where 
the actual monopoly position of the railways is 
pretty secure. 

A. Well, there are areas where trucks 
do not operate, Mr. Mauro, but traffic is moving 
freely from those points. That is our business, 
to keep it that way. 

Q. Are you personally familiar with 
the historical background, particularly the C.P.R. 
in western Canada and the agitation almost right 
from its inception to have control of rates from 
the C,P.R..? 

A. Well, by certain sections of the 
public in western Canada there has always been 
that cry. 

Qo Particularly the province of 
Manitoba. Many a statute is in the Manitoba 
legislation, Mr. Roberts, phi trying to offset 
the monopoly provision of the Act of 1881. It was 
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the much-maligned Crow's Nest agreement, that, in 
fact, introduced regulations of the C.P.R. 
| As I don't know about that, Mr. Mauro. 
Q. We will check it together, 
MR, SINCLAIR: Are you looking for the 
section of the company's charter, Mr. Mauro? 
MR. MAURO: No; I am not, 
MR. SINCLAIR: Well, there is that 
section in the company's charter, Mr. Mauro. 
| MR. MAURO: I am referring to the 
tolls. | 
Q. Section 9 of the Crow's Nest Pass 


Agreement says: 


"So soon as the said railway is 

opened for traffic to Kootenay Lake, 

the local rates and tolls on the railway 
and on any other railway used in connection 
therewith and now or hereafter owned 

or leased by or operated on account of 
the Company South of the Company's 

main jine in British Columbia, as well 

as the rates and tolls between any points 
on any such line or lines of railway 

and any point on tle main line of the 
Company throughout Canada, or any other 
railway owned or leased by or operated 

on account of the Company including its 
lines of steamers in British Columbia 


Shall be first approved by the Governor in 
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Council or by a Railway Commission, 

if and when such Commission is established 
by law, and shall at all times thereafter 
and from time to time be subject to 
revision and control in the manner 


aforesaid.” 


Pursuant to this agreement, that provision 
in the agreement Signed by the C.P.R. in 1903, 
the Governor in Council did set up a regulatory 
board to superivse the setting of rates by the 
C,P.R.? | 

Ae I don't know that it would be 
pursuant to that agreement. I don't know. 

Q. Do you think there was some other 
reason for putting that into the Crow's Nest 
Pass Agreement? 

Ae I don't know, sir. 

Q. Now, at the foot of page 2, the 


second last paragraph, it says: 


"Excluding the statutory rates on 
grain and grain products which have 
remained fixed since 1927, basic 
principles establish the range of 


rate levels." 


Now, you state that basic principles 
have established the range of nate levels except 
in the case of the statutory rates, and I suggest 


to you that there is another very important basic 
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principle, that of public policy, the public interest 
and national policy, which is also a very essential 
principle in the fixing of rate levels. Do you 
agree? 
| A. Not insofar as the railways themselves 

are concerned. Parliament may decide matters like 
that, and did in 1925, Mr. wey: 

Q. And everytime that the Parliament 
of Canada or the Governor in Council rescinds an 
order of the Board of Transport Commissioners, is 
that or is that not the introduction of a new 
principle, the principle of the public interest 
and national policy? 

Ae Well, that can be argued, Mr. Mauro. 

MR, MAURO: I think it is rather an 
important aspect of a witness giving expert testimony 
on the basic principes of rate making in Canada. 

THE CHAIRMAN: Well, phrase the question 
again, Mr, Mauro, 

MR, MAURO Q: i will repeat, Mr. 
Roberts, that in my opinion one of the basic 
principles of rate making in Canada is that of 
the public interest and national policy, and, in 
fact, the C.P.R. considers this --- 

MR, SINCLAIR: The question started, Mr. 
Chairman, by counsel saying: "In my opinion". 

MR, MAURO: And I am asking Mr. Roberts 
if that is his opinion. 

.MR. SINCLAIR: Well, we are not interested -- 

THE CHAIRMAN: Counsél wants to know if 
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the witness regards basic principles as including 
national policy. 

| MR, MAURO: I asked the witness whether 
the action of Parliament and the Governor in 
Council having the power to rescind and vary orders 
of the Board of Transport Commissioners introduces 
the same sort of principle. 

THE WITNESS: Well, it isn't a basic 
principle of rate making. 

Q. Do you, as an expert in setting 
the freight rates for the Canadian Pacific Railway, 
take into consideration what you deem to be in 
the national interest or in the public interest? 

A. Mr. Mauro, my job and the job of 
the people in the Canadian Pacific Railway in 
establishing freight rates is to maximize 
the movement of tonnage over our railway and the 
net revenue to the company. 

Q. And those are the only two matters 
which you take into account? 

A, Yes, sir. They are business 
principles. 

Q. At page 3, Mr. Roberts, in your 
precis, you set out that in all rates the value 

of service to the shipper or consumer establishes 
the upper limit and the lower limit is fixed by 
the need on the part of the carrier to have rates 
at a level no lower than the variable cost or 

the cost of providing the service, Is that 


correct?. 
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A. Yes, 

Qo And between this value of service 
and this cost of service - and I am using cost 
in the sense you and I have just described it - 
the railway is free to price its service in what 
it has to offer. 

A. Yes, in an effort to move the 
traffic. 

Qo I suggest that this statement is 
not completely correct, that if it were true there 
would be no need for a regulatory tribunal except 
to fix the permissive level of earnings. I suggest 
that you failed to deal with a third matter, namely, 
the public policy and regulation, the purpose of 
which is to protect the shipper against unfair 
discriminatory prices. 

A. Well, that is a factor under the 
Railway Act. We cannot show undue discrimination 
or undue preference. 

Qe Between the value of service 
principle and the cost of service principle the 
railway is not entirely free to price its service,’ 
It may put a price on it, but if a shipper thinks 
he is being discriminated against he can come 
before the tribunal. 

A. That is what the Board of Transport 
Commissioners is for. 

Qe It is not just simply the value 
or cost of service --- 


A. I think I mentioned the Board of 


ee 


a ma te tt a = tt ti 
q = = 


ak sicanisdiaibe aa? sent” ery ri 2 | 
erst enn Stow on Tk sated \dsertitoo Bilt 
‘ best is 
sessaue 1 BEL rBS to Dever oviansimisg odd xi ot 
Ulonean ead aam ba trie F) Agiw Taos od bolts?’ HOR hot 


“Yootxe tended wrodetuget ato pore ‘on 


goatve orit HORS LIoT ba ‘gotta obidwa ext 
betes santegs deigqtictta ene deter oF at dokiw 
ssooteg yiotantalieabD 
srt “Babi soton't 8 at sesh trew” aii iit 
solisnhinivosth sabia wore Fornss oW «tA veri taa 
-shnonttera owbeus 10 
sotvade to sulev std neewsed © a 7 
ans sigtoniqg svlvies to daod onl? bas sigtoatag 
yontvree att « goliq oF een tleaitne tom ek ‘vewl isa 
oleh aly “1a gate Sty dee itt to olay a oq a 2 
MOO" BO hei = boseatmiroaty’ ‘patted ‘at! ‘oa 
“ Lenudtad ott ‘eroted 
oat ‘to paso bald tert ak tae wa Tees Om: 
oo to ak fomeenag' 
oles ot oeoats ons ton ‘oh! apheiame i oy 
el oe W 38 eo 30 \ BY ix oe 
to busod sit benottaes t sink 7 


~ ANGUS, STONEHOUSE & CO. LTD. Roberts a OL ex! 3478 
TORONTO, ONTARIO (Mauro ) 


Transport Commissioners later.on as being a body to 


whom the shippers could appeal to. 


(Page 3483 follows) 
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Q. In that same paragraph where you define 
the lower limit, Mr. Roberts, you say that at a level 
no lower than the variable cost of providing the service 
in respect to any individual segment of traffic. I was 
wondering if you could define for us what you mean by 
an individual segment of traffic? 

A. Well, that is each traffic movement that 
we are dealing with, Mr. Mauro. 

Q. Are passenger services deemed to be 
an individual segment of traffic? 

A. Well, Mr. Mauro, we are dealing with 
passenger traffic in our day to day business in Canadian 
Pacific Railways, and we are dealing with it on sound 
business principles. 

Q. When you deal with passenger traffic do 
you deal with it as an individual segment of traffic? 

A. Well, we deal with it with managerial 
discretion. We use managerial discretion in respect 
to our passenger service. |. 

Q. And when you are exercising this manageria 
discretion in regard to passenger services do you 
exercise it on an individual segment of traffic? 

A. Well, how big is an individual segment 
of traffic? I mean, so far as passengers are eon- 
cerned, it is one person. 

Q. I will go even further -- they are your 
words, but is the passenger service treated in toto 
as an individual segment of traffic? 

A, Well, I would not say so, sir. I would 


not say so. 
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Q. The whole passenger is not an individual 
segment? 
A. Not dealt with as a whole. I mean, you 


are speaking of it as one thing. 


Q. The same way you deal with freight traffic. 


When I asked you to define individual segment of traffic 
you said, "Mr. Mauro, it is each traffic movement." 
And, so, I say, now, when you are dealing with 
passenger traffic do you deal with passenger traffic 
as an individual segment? 

A. Well, not in the same sense, Mr. Mauro, 
We deal with a. movement of freight traffic -- an 
individual commodity moving between two points, say, 
just one segment. 

Q. How about the movement of The Canadian 
from Montreal to Vancouver? Is that an individual 
segment of passenger traffic? 

A, No. I would say you have to deal with 
it -- well -- piecemeal, as it were. You. assess the 
situation throughout the service. 

Q. And so that in the case of a freight 
movement from Montreal to Vancouver, that would be an 
individual segment of traffic; would it? 

As A freight movement from Montreal to 
Vancouver? 

Q. Yes. 

A. One commodity, yes, sir. 

Q. But the movement of people from Montreal 
to Vancouver would not be an individual segment of 


traffic? 
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A. You have to treat the people differently. 

Q. Yes, we certainly know that. We are 
going to try to see how differently we do treat people, 
because in the case of the individual segment of 
traffic you define for us, it must not meet its out- 
of-pocket cost? 

A, That is a question -- we have explained 
in our submission, that is a question of managerial | 
discretion, and the cost of that is not included. 

Q. In what? 

A. In the cost portion of the grain study. 

Q. Oh, that has been explained many times, 
Mr. Roberts, and poor counsel from the provinces are, 
strangely enough, insisting that this is not a grain 
Commission, and I am interested in the fact that the 
lower limit of rates is fixed at providing your out- 
of-poecket cost on each individual segment of traffic, 
but that the same rule does not apply -- in other words, 
are you suggesting that in the case of The Canadian 
from Montreal to Vancouver, it does not have to meet 
its variable cost? 

MR, SINCLAIR: I thought I would let my 
friend go on for a while, but I think you said yesterday, 
in regard to certain questions put to another witness, 
that the railways, pursuant to what the Commission said, 
they wanted us to deal with the whole passenger story. 

I do not want to stop my friend at all. He can ask 
his question, if he wants to. 

THE CHAIRMAN: I think this Commission is 


entitled to have counsel get the answer from his witness 
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or from some witness« If this witness can give you 
the information -- you say so? 

MR. MAURO: That is right. 

THE CHAIRMAN: And at the proper time, it 
would be a good place --- 

MR. SINCLAIR: Mr. Chairman, I do not know -- 
but may I say this: that I thought that we were going 
to, at your direction, present -- to use your words -- 
the whole passenger story. We have started that, but 
if we are going to do it at this time, well, then, that's 
Pine. 

THE CHAIRMAN: I think that --- 

MR, SINCLAIR: Then, we won't have to do the 
work. 

THE CHAIRMAN : I think that if this witness 
says he does not know, that ends it. 

MR. SINCLAIR: He has not said that. All I 
am saying is that this witness has not said a thing about 
not knowing, and I have let my friend go on. I am not 
objecting to the fact, except that I said I understood, 
under the direction of the Commission and at the request 
of my friends, that we were going to go into that. 

| THE CHAIRMAN: Does that not mean, Mr.Sinclair, 
that to make his case in cross-examination, in one respect 
he should not try to bring it out with another one? 

MR. SINCLAIR: Well, then, I think it is 
quite all right, sir. We will say that our work that 
we undertook to do may not be necessary, of course, and 
that may very well happen. 

MR. FRAWLEY: Sure ly it is an amazing situation 
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This is the General Traffic Manager, not only freight, 
but passenger. He is the General Traffic Manager of the 
Canadian Pacific Railway, and he has with him the Vice- 
President of Traffic of the whole Canadian Pacific 
Railway. 

MR. SINCLAIR: I withdraw the objection, due 
to the fact that my friend feels he is in some dis- 
ability. Mr. Frawley seems to feel that way, and rather 
than have further time wasted, I withdraw completely 
any objections I was making. 

MR. MAURO: Q. Do you have anything to do 
with passenger service on the C.P.R.? 

A. Mr. Mauro, I was appointed to this 
position on September 1, 1959, and for some months 
before that and since then I have been busily engaged 
in preparing material for this Commission and I have 
not yet had an opportunity of becoming deeply involved 
in passenger traffic. 

Q. So you do not know whether the principle 
you have enunciated on page 3 of your precis -- that 
principle being that the lower limit of the range of 
rates is fixed by the need on the part of the carrier 
to have rates at a level no lower than the variable 
cost of providing the service in respect to any individual 
segment of traffic... | 

You cannot now tell this Commission, as 
General Traffic Manager of the C.P.R., whether that 
principle applies to the passenger services? 

A, Well, Mr. Mauro, I would prefer to leave 


it to some later date. 
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Q. You know what both of us are talking 
about, don't you, Mr. Roberts, because we are going to 
be alleging that the same principles should apply. 

Mr. Roberts, in the last complete paragraph 
on page 3, you bring out the fact that between the 
upper and lower limits of the range, the railways, in 
publishing rates on the many commodities which are 
shipped daily, must necessarily take into consideration 
factors such as competition by other forms of trans- 
portation and commodity market conditions reflecting 
the competition cf foreign goods. 

Now, we realize from this that you must con- 
sider factors such as competition, including competition 
of foreign goods. Is it also true that your rates 
must reflect the need of Canadian goods to compete in 
foreign markets? 

A. We endeavour to do that, sir. 

Q. So this is sort of a two-way street? 
Your rates attempt, as best you can, to reflect the 
competition of foreign sia dae in the Canadian ib) 
| and, similarly, your rates attempt to reflect the 
‘necessity of deeaetaneri products to compete in foreign 
markets? 

A. Import and export rates, yes, sir. 

Q. Now, you reer aati is at the foot of 
page 3: | 

"This is because it is not the function of 
railway freight rates to offset geographical 
or other disadvantages of industries or areas." 


Do you consider it a function of railway freight rates 
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to offset the geographical or other advantages of 
industries or areas? 

A. Well, that is saying the same thing in a 
different way, Mr. Mauro. 

Q. I see. Does the same principle apply, for 
example, if a Winnipeg manufacturer is competing with 
a Toronto manufacturer in a Vancouver market? Do 
you apply the advantage that Winnipeg has geographically 
over the Toronto manufacturer? Does the Winnipeg 
manufacturer get a rate to Vancouver which points up 
his geographical advantage over Toronto? 

A. On a normal basis, yes. 

Q. How about on a competitive basis? 

A. Well, Winnipeg also, to my mind, is treate 
in the same way as, say, Hamilton and Toronto, in an 
agreed charge which we have in effect at Vancouver. 
Winnipeg is in that agreed charge at the same rate, 
which was the rate necessary to meet the competition. 

Q. But as far as most of these rates, Mr. 
Roberts, are concerned, the truth is that the Toronto 
manufacturer is almost put in the same position as if 
he were geographically located in Manitoba to get into 
the Vancouver market? 

A. I do not understand what you mean. 

Q. I say he gets a rate to Vancouver which 
is as. low and frequently lower than the Winnipeg 
manufacturer gets to Vancouver? 

A. But the competition sets the pace. The 
goods would be in there, anyway. 

Q. I think this is because it is not the 
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function of the railway freight rates to offset geo- 
graphical or other disadvantages, and I just wondered 
if it was the job of the freight rates to offset geo- 
graphical advantages? 

A. You are just meeting the competitive 
situation, Mr. Mauro. 

Q. And when the Winnipeg manufacturer wants 
to compete in the Toronto market and there is a Vancouver 
manufacturer in the Toronto market, does Winnipeg get 
the advantage of its geographical location, being 
1500 miles closer to Toronto? 

A, I imagine in the level of the rates it is 
reflected, Mr. Mauro. 

Q. In the level of rates? 

MR. SINCLAIR: Your answer is Yes. 

A. Yes, except in the case of competition. 

MR. MAURO: Q. Except in the case of 
competition? 

COMMISSIONER GOBEIL: Mr. Mauro, you would 
not mean that someone from Winnipeg would pay more than 

someone from Toronto? 

MR. MAURO: I certainly do, Mr. Gobeil, and 
you are going to hear plenty about it in Western Canada. 

MR. FRAWLEY: I should say so. 

MR, MAURO: Q. Then, turning to page 5, 

Mr, Roberts, you have referred there to items that have 
to be weighed in allocating a rating to any particular 
commodity. 


f 


Your first item, "Value of goods," and you 
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"The value of the goods must at all times 
be borne in mind in relation to ability of any 
traffic to pay transportation charges." 
And I think this is a sound statement, Mr. Roberts, and 
I ask you whether or not in your opinion horizontal 
percentage incréases distort this principle, "value of 
goods"? 
A. No, Mr. Mauro, the increases are applied 
comparatively for the service performed. 
Q. Now, we are discussing -- so that I do not 
mislead you, Mr. Roberts -- we are discussing the prin- 
ciple of value of goods as enunciated on page 5, and I am 
now going to quote you three rates that Mr. Stechisin 
has worked out from our Waybill Analysis, 1949 to 1958. 
And I will ask you a question after I have quoted them. 
"Agricultural implements, east to west, 
1949, $30.08; 1958, $62.55; for an increase of 
$a2e67 aatone . 

"Aericultural implements,east to east, 
within the Eastern zone, 1949, $9.33; 1958, 
$16.43, for an increase of $7.10 a ton." 

Now, the agricultural implements over the 
nine-year period didn't change in their value for the 
east to east or the east to west consumer, but the 
cost in dollars went up in one case $32.57, and in 
the other case $7.10. 

MR. SINCLAIR: Pardon me, Mr. Mauro. Did 
you say that the value of the agricultural implements 
to the consumer did not increase in 1949 --- 


MR. MAURO: No, I did not say that at all. 
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ee said that the value of the agricultural implement 
to a citizen in Manitoba and a citizen in Ontario 
was the same value of the implemént. In other 
words, the implement had a fixed value in 1949, and 
it had a fixed value in 1958, and that value was the 
same to the Ontario farmer as it was to the Manitoba 
farmer. 

MR. SINCLAIR: Your economics have confused 
me. 

COMMISSIONER ANSCOMB: You. .are not talking 
about dollars; you are talking about a man having a 
washing machine, and no matter what it cost, it still 
washes shirts. 

MR. MAURO: I am talking about agricultural 
implements in that case, Mr. Roberts. 

MR. SINCLAIR: I do not know what proof my 
friend has to offer that the value of an agricultural 
implement is the same irrespective of what land it is 
used on -- I do not know. 

THE CHAIRMAN: Mr. Sinclair, we are not 
talking about dollar value at all. He is talking 
about a plow or a binder, or a tractor, as the case may 
be, as such. 

MR. MAURO: As such, and that that product 
had the same value. In other words, when the product 
left the Massey-Ferguson plant, it had a dollar value 
fixed on it and that dollar value for the Ontario 
farmer to buy it was the same as for the Manitoba 
farmer, 


THE CHAIRMAN: You are trying to say that 
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the implement in each instance was sold f.o.b. plant 
in Toronto. 

MR. SINCLAIR: Is the witness to make the 
assumption that agricultural implements are always sold 
f,0.b. plant? | 

MR. MAURO: Q. I am saying and asking the 
witness whether there is consistency in the argument 
of the value of goods, and I asked him whether he thought 
horizontal percentage increases distorted this concept 
of value of goods, and I pointed out in the case of 
agricultural implements over the nine-year period the 
cost to the individual shipper in the western region 
went up $32.57, while in the eastern region it went 
up $7.10, and did the value of the goods to the individua 
shippers in those two regions, Me. Roberts, go up 
accordingly? 

A. You say that the value -- the price of 
the goods did not go up, but the fact remains that the 
service we perform, the value to the particular com- 
modity had gone up because of our increased cost. 

: Q. Not because of your increased costs, but 
because of the method of applying them by horizontal 
increases. 

And there are two more that I want to simply 
put on the record. 

In 1949 automobile parts, east to west, $40.79; 
1958, $87.49, for a total increase of $46.70; east to 
east, 1949, $10.44; 1958, $11.44, an increase of $1, 
as opposed to $46.76; and soap, which we are using in 
ever-increasing seit in western Canada now, in 1949, 


$35.57; in 1958, $50.83 per ton, for an increase of 
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$15.26; east to east, 1949, $8.50; 1958, $8.94, for 
an increase of 44 cents, as opposed to $15.26. 

Now, my simple question is --- 

MR. SINCLAIR: Let him get that statement 
in his hand. He is very good at figures, but that is 
quite a lot. 

THE CHAIRMAN: I take it that what you are 
trying to do now is not only cross-examine this witness 
but point out that there are inequities -- or, iniquities 
as you say in the Maritimes they may be -- and in that 
respect you allege that the horizontal increase is an 


inequity, and Mr. Sinclair does not agree. 


(Page 3498 follows) 


A CO tate li tn ei int il tt hhc 


a ae et Avtnnwtoy sae 


a6 ah onsoronh: tasaoataoss edd sad, setts ooy 2009 ‘ 


rs Catt mal DK] uN \ 


(awoltot Sele east) ‘a a BR 4a 


gt OR Wad eae Sane di . 
1 t fl ae 


ih Wy; ies Sate Lie gt Wh? x pve: ec hae ep Phir ee iaiae F A | ini ie 


, ee ee tel) pat vent iu "vo Kh yey ®. | 
eee eet Ne ay Seg e : Aa av be en Qt 


mAh re Mae sae | eee, etree dd 
en teem |e ae 
wily ve i Guy duwf 3 si rr; i 


Ne ay Ms i a 


AE CEE kM Sah aN ible as 
MT RRL oe Rn Mam cabiaial ln imal 
ee: ats a ae abit: meme’. that 


“ae 


ks Oi ae Vesaeey 


~ ANGUS, STONEHOUSE & CO. LTD. Roberts, cri ex. 3498 
TORONTO. ONTARIO (Mauro ) 


MR. MAURO: That is right. As we say, 
we haven't changed our minds in this Commission; whether 
Mr. Sinclair wants it or not, we are going to deal 
with the whole subject matter as we go along. 

Q. Mr. Roberts, do you think the 
horizontal percentage increases and their effect 
as demonstrated there does distort the principle of 
value of goods, as enunciated by you on page § of 
your precis. 

A. No sir, because the value of the 
goods would be higher in Winnipeg compared with 
Toronto. 

Q. And it would rise coincidentally 
by the same percentage increase that you happen to 
have received from the Board of Transport Commissioners? 

A. That is a method of pricing on the 
part of the manufacturers; it is a postage stamp 
price. 

Qe I see. If there was any increase 
on the value of that commodity to the Winnipeg farmers 
as opposed to the Toronto farmer, it was because 
of the horizontal increase? 

A. I wouldn't say that, sir. 

MR. SINCLAIR: I presume - and I don't want 
to rise again, and I do this so that I will not have 
to do it - I presume counsel will follow the usual 
rule that if he wants to put a statement of a witness 
in as a shaccoale and the witness having vi ole with 
him, he will call a witness to prove it. 

THE CHAIRMAN: To save time, Mr. Mauro has 
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put certain rates to Mr. Roberts, and I think Mr, 
Roberts should have the opportunity of checking 
them and seeing if they are right, and if he accepts 
those I don't see any necessity for another witness. 

MR. SINCLAIR: All he says, Mr. Chairman, 
is that he shakes his head to me; he doesn't need 
to check the rates because even if they are wrong 
in the questions put to him, the right rates will 
not change his answer. 

THE WITNESS: That is right. 

MR. MAURO: That is the point, I don't 
have to call a witness to change Mr. Roberts! mind; 
if I am calling any witnesses it will be to change 
the mind of the Commission. 

MR. SINCLAIR: I wouldn't know about that. 
I don't know that you can call a witness that can 
change the facts. 

THE CHAIRMAN: The rates are published, 
and if Mr. Roberts accepts the rates as correct and 
the question is put to him, then that should satisfy 
the record, and if he doesn't accept them then 
you can prove he is wrong. 

| MR. MAURO: I don't think that Mr. Roberts 
for one moment questions these rates. 

THE WITNESS: I accept the rates. 

MR. MAURO Q: Certainly, Mr. Roberts. 

Now, Mr. Roberts, you told my friend Mr. 
Cumming that the class rates ‘represent in the 
Canadian movement approximately 8 per cent of revenue 


and 2 per cent of tonnage, and I wondered whether you 
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still considered those rates to be an effective basis 
for rate making? 

A. Yes, 

Qe Is it correct, then, to state that 
you are now basing your whole rate structure on 
rates that are effectively applicable to only 2 per 
cent of the tonnage carried? 

A. We are making rates related to the 
classification and the class rates, that is correct, 
but there are other traffic movements to which the 
dlaus rates apply; ‘that is to say, as Mr. McCoy 
stated yesterday, we will on occasions and for 
competitive reasons authorize a lower class in order 
to move traffic. 

Q. Why don't we have a real revamping 
of the whole class rate setup? | 

A. What you are saying is that you 
could have a commodity level on ae for all 
movements? 

Q. That is right. 

Ae Mr. Mauro, you would have to have 
a specific rate, and we don't have those, we don't 
have those; you would have to have a specific rate 
on every commodity that is covered in the classification 
between every point in Canada. | 

Q@. Why not just lower the classifications 
to a lower class? 

A. Why? Why should we, sir? The. 
class rates are moving traffic now freely; that is, 


the traffic that is using those rates. 
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Q. Two per cent of the tonnage is 
moving traffic? 

A. It still isn't negligible when you 
get 8 per cent of your revenue; that is not a 


small amount of money so far as I am concerned, Mr. 


Mauro. 

Q. I realize that, but --- 

MR. SINCLAIR: About as much as the grain 
rates. 

MR, MAURO: Less, even, than that. 

MR. SINCLAIR: You get 9 per cent for 
those. | 


MR, MAURO: That is the reason I asked; 
it was even Less than the grain rates, and we had 
a very complete study of the grain rate problem, 
and I thought that this might warrant the same type 
of situation. Let the witness answer. 

MR, SINCLAIR: £ just want to point out 

to the Chairman and the Commission that it might 
be of assistance to the witness to know that we are 
talking about the same amount of money as we get 
for grain. 

THE CHAIRMAN: Well, you made your point, 
Mr. Sinclair. 

MR. SINCLAIR: Thank you, Mr. Chairman, 

MR. MAURO Q: Do you make mere money on 
the commodity rate or the class rate on the specific 
in the particular commodity group when you get one 
of those fron a class vate into .a.commodity, rate? , 


A. Well, we move it into a class rate 
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level for ehue of movement, ease of checking rates, 
Mr. Mauro, and that method of publishing the commodity 
‘Scale refelects the relationship all the way down 

the scales and also reflects the taper as distance 
increases. 

Qe Well, on page 9 - and this is the 
reason we are asking this question - on page 9 where 
you deal with normal commodity rates, you say, "To 
encourage the maximum movement of these goods for 
the mutual benefit of industry and the railways, 
‘there have been established over the years many of 
these rates, which are know as normal commodity 
rates," | 

Now, I just wondered, since it is for 
the mutual benefit of both industry and the railways, 
why we don't readjust. 

; A. Mr. Mauro, the class rates are moving 
traffic now, and we could reduce the level of rates 
and not get any more traffic. 

Q. I was suggesting that the lower 
level perhaps would add certain classifications. 

A. Well, we are doing that where it is 
necessary. 

Qe We suggest, Mr. Roberts, that since. 
the majority of the traffic, as you said, the 
majority of the traffic carried requires rates lower 
than the class rates, and if you were to lower the 

| class rates to reflect the actual traffic pattern, : 
it would be in conformance with your desire to 


maintain uniformity of treatment. 
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A. Maintain uniformity. 

Q. These would be published rates, 
they would be new classifications? 

A. I.don't follow you, Mr. Mauro. 

THE CHAIRMAN: “ape you suggesting to him 
nowy Mr. Mauro ,that if it were desirable that there 
should be new clagsifications? 

MR. MAURO: Yes, reflecting the actual 
traffic pattern. | | 

THE CHAIRMAN: Ask him if he agrees with 
that. 

MR. MAURO: I did, and I think that Mr. 
Roberts said they were doing it when necessary. 
| THE WITNESS: You can't have more than 
the nine we have now. 

MR, MAURO Q: Yes sir. 

A. Pardon me? 

Q. If necessary to reflect the present --- 

A. I don't see the necessity for it, 
sir. | 

Qe So long as it continues to move even 
ene per cent of the tonnage they are effective rates? 

A. It moves the traffic. 

Qe Well, it moves the traffic that 
hasn't got any other means, where competition hasn't 
come. in. 

A. Oh. The trucks may not want this 

kind of traffic. 

Q@. But it would hurt to put it into 


a commodity classification? 
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A. The result of that would be we would 
have less than we have now. | 

THE CHAIRMAN: You are thinking of revenues? 

THE WITNESS: Yes sir. | 

MR. MAURO Q: At the foot of page 9, Mr. 


Roberts, you say: 


"In determining normal commodity rates 
for specific movements between particular 
points, the circumstances are analysed 
in relation to the particular movement 
and the rates are set at a level designed 
to permit the maximum possible movement 


of the traffic." 


Could you possibly explain to the Commission 
what particular circumstances or special considerations 
are analysed in determining the specific commodity 
movement as distinguished from the general commodity 
rate? | 

A. We have had instances, Mr. Mauro; 
for example, last spring there was quite a tonnage 
of apples in British Columbia unsold, and in order 
to adsist ‘the British Columbia Tree Fruits Limited 
in disposing of them, we, ‘for a’ temporary period, 
established a lower basis of rates. | 

| Q. And is this the only basis that you 

do establish these specific commodity movements 
for, sir, a limited period? 

A. Oh no, but I can't put my mind to 


any particular one, Mr. Mauro. 
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Q. You were referring to normal 
commodity rates, not --- 

Aj It is still normal, it was still 
normal. | | 

Qe That was in distress for a limited 
period? | | 

A. That is right. 

Qe What about where you are establishing 
a regular indefinite commodity movement from Toronto 
to Montreal; what particular circumstances or 
special considerations are analysed? 

‘te Well, it could be a plant to plant 
movement, Mr. Mauro, where we have had to haul in 
and there is a further haul from one plant to the 
other; it could be that. 

ry On page 11 of the precis you are 


referring to agreed charges, and you conclude that, 


"Under this agreement, the shipper 
contracts to forward by rail a set 
percentage of ‘the traffic involved. 
Pénalties are opevided for if the 


agreement is not carried out." 


i 
| 


To your knowledge have you ever assessed 
or received payment for the penalty under the’ 
agreed charges. 

| A. Yes, we did, in one instance, Mr. 


Mauro. 


(Page 3512 follows) 
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Z Q. Now, in the second paragraph you are 
referring to the fact that Canadian industry faces 
competition from foreign goods, and you state: 

"To enable Canadian producers to meet 
foreign competition, the railways frequently 
make competitive rates or Agreed Charges at 
the level necessary to meet this foreign 
competition, for example, ferro phosphorous 
from Buckingham, Que. to the British Columbia 
coast to meet competition from Idaho and 
Montana." 

If there was another ferro phosphorous 

plant other than at Buckingham, Quehec, waute it be 
the policy of the Canadian Pacific Railway to offer 
them the same rate? 

A. The same rate that the competition has 

in the market? 
Q. Yes. 
A. Well, it so happens that we have this 
-- so long as it is carrier competition,yes, Mr.Mauro. 

Q. If there was a ferro phosphorous plant 
in Halifax and it had to go into the British Columbia 
market against competition from Idaho and Montana, you 
would offer it the same rate? 

A. If we were going to make money out of 

it; that is all. We wouldn't do it unless we made money. 

Q. And, similarly, if there was a Regina plant 

you would offer the Regina plant on the same basis? 

A. Yes, we would. 


Q. On the export and import rates, at the 
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foot of that page, you say: 

"In establishing these rates which are 
sometimes lower than the level governing local 
movements to or from the ports, cognizance 
must be taken of the fact that the rail rate 
constitutes only a portion of the total 
transportation @harge and must be considered 
in relationship to the overall picture if 
traffic is to move freely." 

I am sure you wild agree that this same 
principle should apply to grain moving to export 
positions? 

A. Well, yes. 

Q. I am wondering whether you could tell us 
if, on your rates between Winnipeg and Emerson, you 
apply the same principle, recognizing that the railway 
rate is only a portion of the total. transportation 
charge? 

A. We don't in the sense that we do with 
import and export rates. We don't consider the United 
States a foreign country, if that is what you mean. 

Q. i thought you put this rate on ferro 
phosphorous because thereis competition from Montana 
and Idaho? 

A, You are asking me from Emerson to Winnipeg. 
That is different, 

Q. The principles are a little thinner out 
in our part of the country? 

A, No, they are not, sir. 


Q. Isn't that --- 
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A. As a matterof fact, Mr. Mauro, we have 
rates, we have been able to get rates in on sulphur 
from Alberta down into California to compete with 
producers in the United States who are shipping down 
thane. 

Q. Probably saved a question from my 
learned friend Mr. Frawley. 

A. It works both ways. We have also rates, 
on fruits into the United States and lumber, competition. 

iain What about northbound rates? 

A. There are commodity rates northbound, sir. 

Q. On this export and import level? 

A. There isn't such a thing as a level. 

You deal with each one specifically. 

Q. Well, lower than the level governing 
local movements? 

A. Well, it would depend on the circumstances 
There are lower rates in, yes. 

Q. Do you know any joint international 
through rates, Chicago to Winnipeg? 

A. Yes, there are through rates. 

Q. And they are lower than the local level? 

A. That is very general. They are com- 
modity rates. 

Q. But in establishing these rates, that 
through rate from Chicago to Winnipeg might be lower than 
the local level? 

A. I don't think below, Mr. Mauro. 

THE CHAIRMAN:I think Mr. Roberts could check 
that Chicago-Winnipeg rate for tomorrow morning. 


MR, SINCLAIR: I think, Mr.Chairman, that in 
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view of what was said today by my friends they are not 
saying that the Commission has overruled the position 
in regard to the purpose of these hearings at this time 
which was set out in pages 129 and following of the 
pre liminary basting in any way whatsoever. 

THE CHAIRMAN : We will check those. 

We will adjourn till ten o'clock tomorrow 


morning. 


---Adjournment. 
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Ottawa, Ontario, 
January 22, 1960 


---On commencing at 10.00 a.m. 


MR. DICKSON: Mr. Chairman, before we get 
under way I wonder if I might, with your permission, 
make reference to something which appears this morning 
in The Montreal Gazette announcing the promotion of our 
friend Mr. Sinclair to the position of Vice-President 
and General Counsel of the Canadian Pacific Railway. 

On behalf of counsel present, may I exten 
heartiest congratulations to Mr. Sinclair, and if I 
might introduce a personal note, it was back in the 
Manitoba Law School that our friendship began in 1934, 
and we were both very ignorant and very pecunious 
students in that very learned institution. And I 
think, as. far as Mr. Sinclair is concerned, in any 
event, the learning he acquired there stood him in 
good stead. 

I do not think this is an unexpected promotion’ 
because we all know how highly he is regarded by the 
senior members of the railway, and the work he has 
done for the railway in the last few years, and that does 
not make any less the pleasure in the recognition of 
Mr. Sinclair's ability. 

THE CHAIRMAN: I am sure that it gives me 
personally a great deal of pleasure to congratulate you, 
Mr. Sinclair. | I have known Mr. Sinclair since his 
early days with the railway, and I do not think there 
is anybody who could be chosen by the company who is 
more familiar with every phase of railway work than Mr. 


Sinclair. And what has always impressed those who 
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have had to deal with him is his absolute zeal for his 


company; what is more, his knowledge of his subject, 

and we congratulate him -- this shrinking prairie flower 
that has become Vice-President of the Canadian Pacific 
Railway. We are very much pleased. 

While I am speaking of him, I also want to 
speak of Mr. Evans. Mr. Evans may not be as well known 
to some of you as.he is to some of us, but I can say 
truthfully that there is no man that I have had occasion 
to meet profesionally, either in this room or in the 
Supreme Court, whose argument was more logical,more 
close to reason, more difficult to answer; and Mr. 
Evans, I trust, will have a very long and pleasant 
retirement amd have the best wishes of everyone who 
knows hin. 

Mr. Sinclair, I am sure we congratulate you. 
The Commission does congratulate you and I do personally. 
But I am sure that we must hear from at least one other 
gentleman before the matter will be completed. I call 
on Mr. Frawley. 

MR. FRAWLEY: Mr. Chairman, I receive the 
morning Gazette on my doorstep about seven o'clock in 
the morning, and I looked atit this morning. I saw 
there were such important things as the visit of the 
Prime Minister of Japan to Ottawa, but I was not 
interested in that at all, .~ &s- EZ turmed the pages 
I thought it was just another edition of this: dreary 
Montreal Gazette, the lover of the Crow's Nest Pass 
rates. 


And then I turned to the page that«¢ontained 
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the picture of my friend Frank Evans and friend Ian 
Sinclair, and there I saw that something had happened 
that, of course, I was quite sure was going to happen 
all along. If anyone ever exploded into the vice- 
presidency of the Canadian Pacific Railway, I think we 
can say that Mr. Sinclair did. He exploded into that 
by the sheer force of the application of his peculiar | 
kind of ability and his notorious capacity for hard 
work. 

Personally, I hope that this will make him a 
little easier to live with, but I may say at once that 
I have no really serious expectation of that. I am. 
afraid that he is too dedicated to his beloved Canadian 
Pacific to be thrown off his stride by even this very 
fine promotion. 

I do extend most sincerely my heartiest 
congratulations to the boy from .Boissevain, and I am 
sure that -- and I hope this may help to put hima 
little off his stride -- I am sure that even better 
things are in store for him. I wish him, though, in 
the meantime, many years of service with Bils very fine 
railway. . 

Like you, Mr. Chairman, I also want to say a 
word about Mr. Frank Evans. From my early youth, I have 
always been somewhat of a hero worshipper, and I am 
inclined to say that I cannot exactly say that Frank 
Evans was ever a hero of mine, but I had always a 
tremendous Oeuvas eae for his ability. He is, without 
doubt, the very best railway lawyer in Canada. And, 


in this room, I was sometimes almost driven to 
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distraction by the caustic comments that he would pour 
upon me and upon the poor efforts I was making for the 
Province of Alberta in the revenue cases; but, with that, 
I never lost my very great admiration for his ability. 

I wish him well in his retirement. He cer- 
tainly has worked hard for the Ganadian Pacific and he 
deserves every bit of it, and I hope it will last for a 
long time. 

MR. SINCLAIR: Mr. Chairman, I do wish to 
thank you for your very, very kind words -- particularly 
on behalf of Mr. Evans who is nee here -- and my friend 
Mr. Frawley also. I will certainly see that they are 
brought to his attention. I also thank my friends 
Brian Dickson, and also Mr.. Frawley for» their very’ 
kind words about myself and their wish for my continued 
ability to try to see that at least one side of the 
story is presented wherever we happen to be together. 
And I hope that in the future my relations with them 
particularly outside the court room, continue as they 
have in the past. 

THE CHAIRMAN: Thank you. 

Now, before we start, yesterday morning we had 
an off-the-record meeting when we discussed dates. 
Yesterday afternoon, after we adjourned, the Commission 
got together. 

Now, it is very, very difficult, and we tried 
to take into consideration what everybody wanted, which 
is very difficult indeed; but we have finally prepared a 
list which will be circulated, and it will indicate what 


our programme is for the future and when we will expect 
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the various interested parties to come before us. 

Now, we would be glad to discuss this with 
you, but, generally speaking, I think we will have to 
take this as final now, because we cannot keep changing 


all the time. 


(Page 3525 follows) 
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I perhaps should say that we are starting, 
as indicated already, on the 14th, 15th and 16th 
in Toronto, where the Ontario Coxermnnent and 
regional briefs will be submitted. 

Then, we will go to Quebec on the 17th, 
18th and 19th, and we will be back in Ottawa on the 
23rd to hear the commercial and civic organizations. 

Then, on the 25th, if there are any of 
those to finish, we will finish them, and then go 
on with the Trucking Association, and after that. 
have the deferred cross-examination of the railways! 
witnesses on the cost studies, and then go on with 
the Maritime Transportation and the Ontario 
Government. | 

On the 30th we will have the other 
governments and the marketing organizations to wind 
up, and then we will give, on the 4th of July, an 
opportunity to the railways to present their case, 
and by this time the case will be in for all the 
provinces; so, what they have requested, an opportunity 
of answering it, wiLl.be available te them. 

Now, so far as the provinces are concerned, 
while the list is there and the list has been sent 
out, if they want to shuffle things among themselves, 
well, that is their privilege, but at the same time 
this is the general pattern that will be followed. 

MR, MAURO: I just want to correct, not 
the position, but ie hi atamtoal fact that British 
Columbia is not senior to Manitoba. 


MR. FRAWLEY: I must admit that Alberta is 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


! 
| 


arid mo eweddO fit wosd od ten eeehe ene 
.2notissinsgio ofvio bas [stotemmos ent = «enema 
‘to yas ese overt Tt <AdBS ont mo .nedT 1 Aue 
og medd bas .medd detel? [Ltw ow .detat? of eaodd © 
 tede redts bas .sottstoomati gatiouw? edd détw ao Hl | 
‘levawites ed? to solisaimsxe-esor9 betreteb ond even . 
tiw ao og aedd bas .selbyte dgeoo ais ao aonasadiw 
ofasdn® end bas noltsdroqens iT smtsiveM ond 
vendo edd evad ILiw ew AsOE efit ad | wre 
Datw of eaolisstsagio ghivesdttam edt bas etnemmtevog | 
ns .¢ivt to dof ent no ,.evig I[Liw ew siete Drs ry - 
.eBSd athena tasse sg ot ayswitst.eny of yiinetroqgo it 
ocd Lie wo? at od fLtw easo edt emtd atdd yd bas 
utiaudsoggo ms ,betesuper evsd yedsd Jedw oa ;neoatvortg 
.wct @% Sidaltevs eg.iibe .¢t yatrewans to 
.H8HIS9NOS $1s Bsomtvorg ont 8s 182 o@ . woul as 
jsea meod esl dail edd bas etedt at tgali edt elidw 
sevisamed? gnomes ayatdd elYtude ot Japw yedt tt . suo 
smiv smse edt ts dud .egelivinag ated? at sedz Lfow 
-bewollfot ed ifhw ted? asretdsq Isieneg ont at atdd 
Jon .doets0 o¢ taew taut I sOQRUAM .fM 
‘petting dedd Jost Leotvodatd eft dud .motdteog edd — 
-sdotiaaM ot totmes tom at sidawlod — 
ai atvediA tadt gimbs teum I :YSIWATE AM ~~ 


& 


r @ 


' ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 3526 


not senior to Quebec. 

THE CHAIRMAN: Well, we have done the 
best we can, and if there are any slight errors 
they can be fixed up later. 


Mr. Mauro? 
ROBERTS, JAMES MERRICK, resumed. 


THE WITNESS: Mr. Sinclair, yesterday 
when Mr. Cumming was cross-examining me at page 3454 
of the transcript, reference was made to a statement 
which would show the mileage block progression in 
the Crow's Nest rates, and we undertook to prepare 
a statement for the Commission which would indicate 
that progression, and I have done that. 

MR. SINCLAIR: Perhaps we should file it, 
then. 

MR. COOPER: It will be Exhibit No. 88. 
-~--EXHIBIT NO. 88: Canadian Pacific Railway, 

statutory grain rates to Fort 
William, mileage groups. 

THE WITNESS: Likewise, sir, at the closing 
of the session yesterday, the closing portion, Mr. 
Mauro was discussing with me the question of 
through rates, through commodity rates from Chicago 
to Winnipeg, and you, sir, suggested that perhaps 
I would have an opportunity of checking some of 
those rates and have them available this morning. 

I have done so, sir, and I would like to, 
if I may, put a few examples on the record of through 


commodity rates. 
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These are taken from Soo Line tarriff 3g, 
IcC No. 7500, and in Item No. 2710 there is a rate 
on alumina sulphate from Chicago to Winnipeg of 
$1.10 per thousand lbs., minimum 40 thousand lbs. 

/In Item No. 3245-A, supplement 98, there 
is a rate on slate dust from Chicago to Winnipeg 
of $10.47 with a minimum of 80 thousand lbs. 

“In Item No. 3320-G, supplement 98, there 
is a rate on freight of all kinds - this is the 
description with some exceptions - of $2.28 per 
one thousand lbs., minimum 36 thousand lbs. 

There is also a rate in Item No. 4075 on 
linoleum paste of $1.65, minimum 30 thousand lbs. 

There is also a rate in Item No. 4255-A, 
roofing granules - I am sorry, I don't have that 
figure. 

There is also a rate on traction engines 
of $1.69, minimum 20 thousand lbs. 

There is also Item No. 4646-C on traction 
engines. 

MR. MAURO: Q. Did this include 
any class rates, Mr. Roberts? 

A. No sir, thesé were all commodity rates. 

Q. Perhaps we might put a couple of 
class rates - no, these, too, are commodity rates 
from the various points, and just to have the py ptere 
before the Commission, this is from the Western 
Trunk Line, WTL, 2001-F, furniture ex Lexington, 
North Carolina, to Emerson, Manitoba, $2.95, and 
to Winnipeg it is 64 cents. | 
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A. It is from the border to Winnipeg, 
64 cents. 

Q. That woks out that the 1572 miles 
from Lexington, North Carolina to Emerson, is 3.7 
cents per ton mile, and the 66 miles to Winnipeg 
is 19.1 cent per ton mile. Now, corn syrup --- 

A. May I ask the minimum on the 
furniture? 

Qe 25 thousand and 14 thousand. Corn 
Syrup, ex Chicago, this is 2000-F, to Emerson, 
88 cents and to Winnipeg 52 cents, and the 761 
miles fvem Chicago to Emerson, works out to 2.3 cents 
per ton mile and the 66 miles to Winnipeg works out 
at 15.8 cents per ton mile. | 

We don't have the minimum weight on that, 
Mr. Roberts, but we will try and get that for you. 

Tires ex Detroit, WIL 338-N, to Emerson, 
$1.73; to Winnipeg it is 64 cents, and the revenue 
per ton mile for the 922 miles to Emerson is 3.8 
cents, and for the remaining 66 miles to Winnipeg 
it is 19.1 cent, and we will get you that minimum 
weight, Mr. Roberts. 

Thank you very much, Mr. Roberts, for 


that information. 
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Q. If you would turn to page 12 of your 
precis, Mr. Roberts? 

A. Yes, sir. 

Q. You make the statement that the railways 
are clearly free to discriminate or give preferences as 
part of their pricing activities, but they must be sure 
in doing so that the result is not unjust. | 

At page 9 you had stated -- I am reading the 
second paragraph under "Normal Commodity Rates," the 
second paragraph? 

Ai. Yes, /sir. 

Q. "In this way the commodity rates give 
effect to the various factors used in allocating 
ratings in the Classification as well as the 
special needs of the producers, wate at the 
same time maintaining uniformity of treatment." 

I wonder if you could reconcile uniformity of treatment 
and your freedom to discriminate or give preferences 
as part of their pricing activities? 

| A. In what way do you mean that? 

Q. It seems to me to be almost a contradiction 
of terms that there should be uniformity of treatment 
put that you are free to discriminate or give preferences 
as part of your pricing activities? , 

A. Well, there is a difference’ between dis- 
criminating and unjustly discriminating, Mr. Mauro, the > 
distinction being that we can discriminate on one move- 
ment that doesn't affect the traffic of another movement 
unjustly. 

Q. And that is still maintaining uniformity 
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of treatment? 

A. Yes, because one isn't hurt by the other. 

Q. At page 13, Mr. Roberts, you state that 
the rates on grain traffic moving to export positions 
in Western Canada have remained fixed since 1927 and 
are at the level established in 1899 or lower. Do 
you feel that these rates were related to the other 
rates at that time, that they had some direct relation- 
ship to other rates in the freight rate structure at 
that time? 

A. 1927? 

Q. Yes. 

A. I don't know that they were related, but 
I would say that they were considered to be fair in 
relation to the rest of the freight rate structure. 
| Q. As a matter of fact, Mr. Roberts, these 
rates were not related to anything else but rather 
arrived at by agreement between the C.P.R. and the 
Government? 

A. Not the rates in 1927. 

Q. What was the level of rates in 1927 as 
compared to the rates in 1897? 

A. Well, the level of rates was set in 
relation to the agreement of 1897 for general applica- 
tion ia BbRWHLOAR WALK: just the level of rates. 

QQ. As a matter of fact, the 1927 rates were 
identical to the rates established under the Crow's 
Nest Pass Agreement? 

A. From main line points only, sir. 


Q. And they had about as little relationship 
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to other rates at that time as your agreed charge rates 
have today? 

A. I would say, Mr. Mauro, that they were 
considered to be fair and reasonable in relation to the 
other rates in 1927. 

Q. Just as your rates under agreed charges 
today are deemed to be fair and reasonable? 

A. That is right, in light of the competition 
we have to meet. 

Q. Could we call this agreed charge No. 1? 
Would that be another name for the Crow's Nest Pass 
Agreement? 

A. I don't think that is correct, Mr. Mauro. 

Q. While I may be sounding facetious, I 
think it is important in this issue. Under your 
present agreed charges you contract --- 

| MR. SINCLAIR: Subject to cancellation at 
one year's notice. 

MR. MAURO: Q. Under your present agreed 
charges you contract to carry the goods for a specified 
minimum period and for an indefinite period subject to 
ninety days' notice by either party fonts stipulated 
price? 

A. That is correct. 

Q. Normally it would be for a year definite 
and ninety days! notice thereafter? 

A. Well, the ninety days could start after 
nine months. It could remain in effect for one year. 

Q. There is a definite period, a year, and 
then indefinitely unless notice is given by either party? 
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A, Yes. 

Q. And this is for an agreed tonnage and an 
agreed price? 

A. Yes:., 

Q. And under the present situation, if the 
other party maintains his part of the bargain, you are 
bound by the period as set? 

A. That is right. 

Q. Under the present agreement and contract 
the shipper doesn't pay you anything, there is no con- 
sideration in actual money; he promises to ship X per- 
centage of his tonage? 

A. Yes, and abide by the principles of the 
agreement. 

Q. But he doesn't give you anything else 
in the way of money or shares in his company, or any- 
thing like that? 

A. No. 

Q. Under the Crow's Nest Agreement you agree 
to carry grain eastbound and other commodities westbound 
at a specified rate in perpetuity? 

A. Yes. 

Q. And you received approximately $3,500,000 
and the land grants? 

A. I don't know that we received any land 
grants from the Dominion Government, 

Q. Well, had the Dominion Government not 

put you in the ait ta to complete the rail line, do 
you think that you would have received the land grants 


in excess of two million acres in British Columbia? 
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1 
2 A. That was from the Province of British 


3] Columbia in carrying out this Kootenay Southern agree- 


4) ment. 
5 Q. I think you and I agreed that you re- 
6 ceived $3,500,000? 
y A. That is correct. 
Q. The Government has never gone back on its 
; part of the bargain, to your knowledge; it has never 
: asked for that $3,500,000 to be returned? 
10 A. . No, but the effect of the agreement has 


11| been extended considerably. 


12 Q. It has also been curtailed considerably? 
13 A. Curtailed in so far as the westbound 
14 commodities are concerned and also curtailed in so far 
‘ as the level of rates from branch lines, Mr. Mauro. 

Q. So that throughout that period from 1899 
to the present date there has, in fact, existed this 
a bona fide agreement reached by two paint ae parties 
18 


under which agreements, among other things, the C.P.R. 
19| agreed to move grain and grain products at a specified 


20| rate for an indefinite period of time? 


71 A. From 1899 to the present? No, that 

22 agreement was cancelled in 1925. 

os MR. FRAWLEY: It is the Crow's Nest Pass 
Agreement that the witness says was cancelled in 1925. 

ns MR. MAURO: Q. That is a conclusion of law, 

” isn't it, Mr. Roberts? 

26 A. Well, sir, it is the effect of the 1925 


27|| amendment to the Railway Act. 
28 Q. You recall when I cross-examined Mr. 
29 


30 
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Edsforth he made the same statement, and Mr. Edsforth 
and I took a look at the facts surrounding that par- 
ticular period of time, and I referred to the appeal 
to the Governor in Council in 1925, at which time, 
you recall, that the Committee, the Railway Committee, 
had gone into this matter and they had determined that 
the Crow level of rates on westbound commodities 
should continue in suspension but that the Crow level 
of rates on ee and grain products eastbound should 
be reinstated or that the suspension should be lifted, 
-and the provinces appealed to the Governor in Council. 
Mr. Symington was appearing for the province, and Mr. 
Lafleur for the C.P.R., and I am now reading from 
Volume.12 in my examination of Mr. Edsforth, at page 
1643. I said to Mr. Edsforth: 

"I now come to the portion I would like 
your comment on: 

"t Now, I am not dealing with the grain 
situation now; I am dealing with the situation 
as it affects commodities other than grain and 
grain products, because we are not asking for 
-any change in the conditions established in 

1897 in regard to grain and grain products. 

You will recollect that question was gone 
-into in 1922 when an investigation was made 
before a special committee and the special 
committee reported against any change in the 
grain rates created in the arrangement of 
1897, and simply recommended the suspension 


of the Crow's Nest Pass Agreement in regard 
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to other commodities and it is in regard to 
_ these other commodities that we are now making 
our submission, '" 

And I asked this question of Mr. Edsforth, and 
I will ask it of you, Mr. Roberts: Do you agree with 
the position of Mr. Lafleur at that time? 

A. Well, Mr. Edsforth's answer to that was: 
"Well, I don't exactly know what comments you want from 
me," ; 

Q. You told us, Mr. Roberts, that, in fact, 
the Crow's Nest Agreement came to an end, and I say that 
for there to be an agreement both parties must be of the 
same mind, .and I am trying to establish that both 
parties were of the same mind and I have now read what 
I suggest is the basis for my contention that the C.P.R. 
was not either asking or desiring any variation in the 
eastbound movement on grain and grain products? 

A. Well, I can't agree with that, sir. You 
have to have two parties to a contract. 

Q. That is exactly my point, and I am saying 
on the basis of these statements we established that the 
C.P.R. had no intention and no desire to vary the agree- 
ment on eastbound movement of grain but simply on the 
westbound movement of these other commodities? 

A. From and to the station that was involved 
in 1899. 

Q. In the same volume on page 1654 I quoted 
to Mr. Edsforth a statement of the Minister of Railways 
in presenting the new bill, and he says the following: 


"Now, there are two things that Parliament 
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can do; it can insist on having the Crowsnest 
agreement remain in force in its entirety or it 
can remove it altogether from the statute books. 
But a third and middle course might be taken, 
and we are asking Parliament to remove from the 
agreement that part relating to westbound traffic, 
leaving to the prairies and the west for the 
future all the benefit they have ever received, 
and more, too, I think, on grain and flour." 
Do you think it was the intention of Parliament,in view 
of what Mr. Graham is quoted as having said, to rescind 
the agreement, or was it rather the intention and fact 
that the agreement was varied with the approval of both 
sides, both parties to the agreement? 
A, I wouldn't say that the agreement was 
varied with the approval of both parties, sir. 
Q. Now, Mr. Roberts, at page 14, about the 
third paragraph down, starting with: "The first step~....J" 
A, Yea, sir, 
Q@. "The first step taken in determining 
a basis for a just and reasonable level of these 
rates at the present time was to find the rela- 
tionship between the Crow's Nest rates in effect 
on September 1, 1899, and the then existing 
8th class rates for similar distances." 
Could you tell us what was the minimum weights on grain 
in 1897, Mr. Roberts? 
A. The tariff did not contain -- oh, yes, I 
beg your pardon. The maximum and minimum -weights: 


the maximum weight will be the stencilled capacity of the 
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car; the minimum weight for standard 40,000-pound cars 
will be 36,000 pounds. The minimum weight for 
standard 60,000-pound cars will be 56,000 pounds. 

Q. So 36,000 pounds and 56,000 pounds 
depend on the capacity of the car? 

A, Correct. 

Q. What are the minimum weights today? 

A. These are minimum weights on grain I 
am giving to you. They vary, Mr. Mauro. The cars 
with a marked capacity less than 100,000 pounds, the 
minimum on wheat is 80,000 pounds; on cars with a 
marked capacity of 100,000 pounds and over the minimum 
is 115,000 pounds. 

Q. Could you also tell us what the average 
loading weight today would be? 

A. About 110,000 pounds. 

Q. Fifty-five tons? 

A. Yes. 
| Q. Would it be fair to say that while the 
rate level would remain fixed at the 1899 level, the 
situation under the Crow agreement has materially 
changed since the weight requirements have increased? 

A. That is correct; but, of course, the same 
situation applies to all commodities shipped by rail. 
It is a fact that the average load per car on all com- 
modities has increased considerably over the years. 

Q. And you agree, you recall my reading to 
Mr. Edsforth statements by Mr. Lannigan? 

A. Yes. 

Q. Before the Senate Committee in 1922, where 
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he,in discussing this with a member of parliament 
from British Columbia, explained to him that if the 
minimum weight is higher it is more profitable, it is 
a better revenue situation for the railways. 

A. Well, you are trying to keep ahead of 
your costs in doing that. 

°Q. Now, we will turn to page 18, Mr. Roberts, 
towards the end of the long paragraph where it says: 

"A uniform increase of 100 per cent over 

the statutory level of rates is proposed be- 
cause this method retains the relationships 
between shipping areas which have existed 
from the introduction of the export grain 
rates in Western Canada." 
My question is: is it correct to state that these 
relationships have existed from the introduction of 
the export rates in Western Canada? 

A, Well, Mr. Mauro, in that’ period during 
and after the First World War there was a difference 
in relationship when A eke were rising, yes, but 
since then there has been a constant relationship. 

Q. But there was a very marked different 
relationship during the period of the Manitoba agree- 
ment, was there not? 

A, . There was. The basis was lowered from 
Manitoba and to a varying degree from Saskatchewan. 

Q. And when the World War I increases were 
put in, the Manitoba rates went up more than the 
rates in Saskatchewan and Alberta, 


A. Because they had received a greater 


S 
j 


| 
| 
| 
| 


esredon om (OL onec od fraud Edn om, onal ae 


 «<gatash bolteq teiy mt ,omel aM flew oA 


mort Dewewol esw etesd sifT -2aw otedT A. 


te bees ub 0 ate oho lena. | 
in een ae 


Layee if etedw dqntastag gaol att, bo nk onl a) 
aevo tmeo teq OOL to sasenomt myotioy AT.) > me | 
ed Senogotg at este to Level yrotuiase emg 4). 

aqisanoidaler add ankeden bodsam ald? ¢ IBD | 
_betetxe ovad alo betw ageus gatqgtda neowted . Liven a 

atats trogne odd to aottoubortnt ont mont wary. 

" sbena) mustaeW¥ at 2etat | 

‘secs Jedd etede od toswioe tt at sat motiaess WM | 

1o solvoubortat ett mort hesveixe svad aqhdenotieler . | 

fabadsd auetaeW oat gsetet dtogxs edt 


eoneteTith s new eredd weW blaoW Jacki odd, totte bes 4 
did .@9y ,Qaiets evew ‘icin auibs aedw gidagotisles, at | 
-Gidanoiselen jasianeo s need ead etedt aedt sone. 

Joerelitbh bexitam vrev @ saw oredd guG «2. 
-99%4s sdotinem edt %0 bolxeq odd gotush qidenotislet 
wi ton exit eam . dem. 


Hewenoteiee mort sergeb gatyrsv s oF bas adotinsm 
stow aoBeetomt I taW SLaoW add netw.boA .9. | 
odd asd stom qe drew aeden adoviasM oats, ME, Sug, 
rodsots a Bevtenes hed edt senaped, uf: Giri 


wats as 


< 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Roberts, cr-ex 3539 
Mauro 

reduction, °° 

Q. And when the branch line reductions were 
made? 

° They were all reductions. 

Q. But it must have changed the relation- 
ship? 

A, es, 

Q. And when the rates from Vancouver were 


introduced west of Maple Creek they could then ship west 


at a reduced rate? 


A. 
Q. 


Correct, in 1927. 


And when the rates from Churchill were 


introduced it put the people in Saskatchewan and north 


in a better relationship than they formerly held? 


que 


They had another outlet. 


(page 3545 follows) 
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Qv. 0. So there have been variations in 
this rate relationship? 

A. Generally speaking, not since 1927, 
Mr, Mauro, 

Qe Well, I just was taking it from the 
introduction of the export grain rates in western 
Canada. | | | 

A. Certainly,on the main line, ‘with Canadi 
Pacific Railway, there hasn't been any change other 
than those fluctuations in the war, period, 

Q. On page 19 of your precis, about the 


fourth paragraph down: 


"The movement of grain from western Canada 
to export positions te the largest single 
job the railways do. In 1958, it accounted 
for over 40 per cant of the total freight 
transportation service of Canadian Pacific 
in western) Caneds and was over 26 per cent 
of all freight transportation service 
eredused throughout the entire Canadian 


Pacific system" 


Now, according to your calculations, Mr, 
Roberts, grain traffic is 40 per cent of the total 
freight transportation service in western Canada and 
is basic to the plant?. | 

A. Yes, sir. 

Q. The balance of 60 per cent is what? 

A. It is not basic, sir. .fhe plang. in 


western Canada is the prime reason for the maintenance, 
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The costs all flow from grain. 

Q@. So that the C.P.R. has this large 
network in western Canada which has been established 
and is. being maintained to service 40 per cent of 
its western traffic? 

A. Certainly, it is the basic traffic. 

Q. And the other 60 per cent is 
incremental? 

A. It is not, certainly, in the same 
category as grain. | | 

Q. Forty per cent is basic; but 60 per 
cent is incremental? 

A. That is right. 

Q. And in the whole system, grain 
represents 26 per cent? 

A. Western Canadian grain, yes. 

Qe Twenty-six per cent? 

A. That: 16) right. 

Q. And the other 74 per cent, Mr. Roberts? 

A. Well, there would be basic traffic in 
other sections of Canada. 

Q. Good. We thought we might now take 
a short journey across Canada and have you, as best you 
can, tell us what other traffics are basic to the 
plant. And I think we would start off in the 
Maritimes. Do you have any traffic in the Maritimes 
that is basic to the plant? 

A. Well, no. The products of the 
Maritimes are pretty well generally distributed. 


Q. So, your total plant investment in the 


Rr 


the 
¥; 


vee 4 HOW 
ae : 


Un ms of rn a 


plva Va Ke eae / 


onthe ctaad- at 2b 3 


4 
tf 
’ \ 
a) 
oot 


“gnee ef? cit viahadzes tom ah i A ta } 
kag, an etogedAs | { 
79g 02 dud nein teenage oe | mere 
ight at dei oA fe 

sisig .meteye ai add nk brA =D 
‘Sdmeo aq 8S ednesengen 


| x sua hes astbsned) avwteeW “A 
— 194 xin-yonewT 
-tdgia at tad? oA 
tadtedod iM tae teq FY -tedto axis baa & - 
at ofttend obesd ed Divow event Le “A | 
-6b8089 ‘to saottooa tendto 

| ede? won Holy ton a tiauodt 6W -bood “2 
| YoY, daad aa .yOYy evaed bas sheas) sao19s yosivol diode & 
| eal OF oktend eae “RoLYsad deride tadw ms Chet vemeo 
| sd? mk To suede blyow ow stntdd J bad. osdania 
| seatticeM alt at ofttart yas eved voy ot js ean 
| *dasiq edd ot otmad at dent 
eld Yo stoyboug eat . | 90th Liew oA aoe 
beiudiwerh _lisrsaeg Lhew ytierq ots rad 
edd nt inomteovet Ne cst C08 9 ob 


1 
a 
Th eee pe 


eS aie i ian ney a 


i ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO heteey 9 ‘ey e€Xe 3547 
auro 


Maritimes is incremental? 

A. Well, you cannot exactly put it that 
way. It is built for all the traffic that it will 
produce. 

Qe Surely, Mr. Roberts, if you have a 
capital investment in the whole of the Maritime 
region it must be basic to that operation, and there 
must be traffic that must be basic? 

A. Well, there is potatoes. There is 
import-export traffic. You Gannot pin it down to 
any particular one commodity, Mr. Mauro, the same 
as you can with grain in the prairies. 

Q@. Now, we will move on to Quebec. Is 
there any basic traffic in Quebec? 

A. I would say merchandise traffic, 

| generally. 

Q. And, in Ontario? 

A. Ontario, the same thing. 

Q. Merchandise traffic? 

A. Yes, merchandise traffic; manufacturing. 

Q. It is basic to that plant also? 

A. Yes, it is the traffic that is moving. 

Q. And, in British Columbia? 

A. I do not think there is any basic 
traffic in British Columbia. We have lumber; we have 
newsprint; we have fruit. 

Q. Did you put the lines into British 
Columbia for any reason, or do you maintain them 
for any particular reason? 


A. For general flow of traffic. 


TN a tl re itt tegen hanna ier tees tare 


a, 
iP ie sadhana! . 
8 eved oy Rt .edaedoR Lam einai? guotan oe 
subdtaeM efid So eLodw ony ait) toemteoval istiqso 
scold brs .settsrs¢o dadd of otead ed devin $2 potger S| 
cotsed od dem Jedd olttert ed vam | 

et oveiT .asotstoq ef evedd . [iow A 
od awob Jt mtq tonmae yo¥ Of erg) progxe-srogat 
gauss edd omise’ aM LRtEbommos erie wivotirsq ys 
-asiniayg edd ot alevg aviw aso voy! ss 

eI .dSedew@ o¢ mo evom Litw ew .wor 49 

| sondaup ai ottisit olasd yas etedd 
. oneaene eutbassdorem Ysa, biwow T) °\a(cenonges 


folisteaO at .boA 849 
ottris emsa ot ,otvetAO «A 
sontisy cutbasiote 9 
op linilinipiai solttexd eelbasiowem ,aeY «A 
toals tasiq terid ot otusd at FI ies’ See 
ativem af tend offiestd ont at tt (aeY = 4A 

Tsidmulod deltind at bas § Ae 
obasd yme at ened satde ton Oe Se Oe 
oved ew iaedswt even eW .stdmyloo detsied at otter 
-thex? eved sw (datwqewen 
feltivd ocjmt sentil sit teq poy BIG sh ©! oa a 
andt ataeeiae Woy ob 10 .HORser Yas Tot pean 
 “Stoaset rslvo9. ot 

a 


titisctasiaeaanlii ae 
. i 


~ ANGUS. bilabial ai LTO. “tetiene ; ia ex. 3548 
ee Mauro 


Qe Lumber is a pretty big flow of 
traffic; isn't it? | 
A. Oh, yes, and the revenue is quite 
good from it, too, Mr. Mauro. 
. Q. Now, at page 20 in the large 


paragraph, Mr. Roberts, there is this statement: 


"Included in this figure was the stop-off 
charges for terminal service at milling 
points, the revenue from which amounted 


to $455,502." 


Are the stop-off charges part of the Crow's 
Nest agreement? 
| A. No, sir. 
Qe And further on down, Mr. Roberts, in 


that. same paragraph: 


"From the city of Regina to the lakehead, 
the revenue per ton-mile at the proposed 
rate of 40 cents per 100 lbs. would be 
1.03 cents. The proposed 40 cent rate 

from the Regina group would result in lower 
ton mile revenues, from branch line points 


in the group". 


Now, I wondered if you could perhaps give 
us the per ton-mile figure from Winnipeg and other 
Manitoba points at the proposed rates the same as 

you have here from the city of Regina? Not rightaway, 
Mr. Roberts. You can get that later and submit it. 


A. We can do that. 
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MR. SINCLAIR: We will give it to you 
after the recess. 

MR. MAURO: Thank you. 

MR. MAURO: Q. I am advised that the 
proposed rate from Winnipeg would be 28 cents. 

| A. That is correct. 

Q. Or, 1.03 cents per ton mile. 

Ay iafhat is correct. 

Q. Your fully distributed costs are 
stated to be 1 cent? | | 

A. That is correct. 

.@, Therefore, you are asking a rate 
from Winnipeg that would provide 33 per cent more 
than fully distributed cost? 

| A. The fully distributed cost is over- 
all for the entire movement of the western grain; 
I would not say the fully distributed cost from 
Winnipeg. 

Q. You do not want to be unfair to 
Winnipeg, do you, Mr. Roberts? You would not ask 
Winnipeg to pay 33 per cent more than the fully 
distributed cost from Winnipeg? 

A. Well, Mr. Mauro you would have -- I 
don't know. -- you would have to find the costs on 
pant Piclmecnicsuatemeiaed bake question. You see, 
there is a principle of rate-making here. You start 
with the rate of 14 cents from Winnipeg. That is 
your key rate and naturally relating that io tbls 
distance it does return, because of the service 


performed, the inciderme of the terminal service in 
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the rate, a higher level per ton mile than, say, 
from Regina. | 

Q. But you surely are not asking in 
principle that the shipper from Winnipeg should pay 
not only fully distributed costs but, as in this 
case, 33 per cent above fully distributed cost? 

A. Mr. Mauro, we are asking for a return 
-of 1 cent a ton milefor the over-all movement.. 

Q. But you mentioned just a moment ago 
that you would really have to cost the movement from 
Winnipeg to Fort William to be complete? . 

A. The cost would differ from every 
point, Mr. Mauro. 

Q. Thank you, Mr. Roberts. 

Now, my good friend asks me to request 
whether or not you have in fact completed this 
costing from Winnipeg to Fort William as yet? 

| A. I do not cost them, sir. | 

Q. As General Traffic Manager, you told 
us yesterday you were very much involved in this in 
September. Do you know whether such work was done 
under your direction or guidance or with your 
approval? 

A. The Research Department of the Canadian 
Pacific Railway conducted a cost study in connection 
with the western grain, Mr. Mauro, and they submitted 
their evidence. 

Q. At the concluding portion of that 


paragraph, Mr. Roberts: 
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"Even though this cost per ton-mile 
does not give weight to the variable 


passenger train service loss." 


I now suggest to you, Mr. Roberts, that 
you do in fact agree that your passenger train 
service does not even return its out-of-pocket cost? 

A. Well, we know passenger traffic is 
a problem. 

Q. I am not --- 

A. And we are, as I understand it, 
compiling figures for submission to the Commission 
in connection with passenger traffic. 

Q. I realize that, Mr. Roberts, and I 
appreciate your present position. I am not trying 
to get any detailed information from you at all. 

Yesterday, you and I and your learned 
counsel had a bit of exchange over individual 
segments of traffic requiring to at least return the 
variable cost of performing that service. And you 
and I agreed that for "variable" another word would 
be the minimum out-of-pocket cost of providing 
the service itself. And, on page 20, you tell us 
that the rate on grain does not give weight to the 
variable passenger train service loss. I think 
you and I can now admit that the passenger service 
of the C.P.R. does not return its out-of-pocket 
cost? 

Aw Over-all. 


Q. Anyway you have used it on page 20. 
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A. That is what the evidence says. 
Q. Page 21, Mr. Roberts. 
At the beginning of the page -- perhaps 


we might just clarify this sentence which appears: 


"Another feature unique to this. 5 
movement which is not reflected in the 
cost study ie the delay which takes 
place y. the Lakehead and the Pacific 
coast when the road haul transportation 
service of the railways has fede 


completed" 


When Mr. Stenason was presenting his cost. 
evidence, we noticed a fairly substantial allocation 
of cost for car days. Do you remember that? 

A. Yes. 

Q. I wonder if you could tell us whether 
in his car days allocation these delays at terminal 
were not included? : 

MR. SINCLAIR: It is not delayed at the 
terminal. : 

MR. MAURO: I do not quite understand this 
portion. 

A. Mr. Stenason's costs would be 
associated with the actual movement of the traffic. 
This is traffic that has arrived. We have 
completed our tranportation service. It has 

arrived at destination. I would say that the 

days that these cars are held awaiting unloading 


into the terminal elevators was not included in his 
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cost figures. 

Q. The days which these cars were held 
at terminal -- just, Mr. Roberts, so I have it 
clear -- what you have just said is that so far 
as you understand Mr. Stenason's costing of these 
days that the cars were held in terminal awaiting 
unloading --- 

A. Yes? 

Q. --- were not included in Mr. 
Stenason's cost study under the allocation of car 
days? 

Aen» Yes, they were, included. 

Qe Well then, I am very sorry to labour 
this --- 

THE CHAIRMAN: Have they applied, in your 
view, to this segment of the traffic? 

THE WITNESS: Yes, sir. 

MR. MAURO: That is why I suggest here, 


Mr. Chairman, -- on the top of page 21, it says: 


"Another feature unique.to this: : 
movement which is not reflected in the 


cost study ..." 


The only thing I wanted, and as I say 
I do not want to labour Mr. Roberts --- 

Qo It appears from your 
statement here that in the cost studies there is 
not reflected the delay which takes place at the 
Lakehead and at the Pacific coast. 

A. No, this does not refer to the delay 


ew - 
Joi io 
7 : 7 ih 


<i 


Dal 


gntdtewe, Raed sat At oat 06 as 
golly ies gatbsoLan 

Mat bosutont pena pe : 
189 lo aotissolis oF Tebow Youta Jeoo e'noesnete 1 ee 
weboreie si9M weed .80t «A | 

avodsl od YIroe yrev ims I stot ew ‘> 
hes att 
voy mt ,beliqqs youd eval :MAMATAHD cer a, 
folt tas odd to toemgea atdd ot «woliv 

tin .esY :88aurIw ayT 
Sted dosggve I yw et deel :OAUAM “am” a i 
:ayse Ji .IS sgsq to got edt ao -= AsmrtsAD aM 


a eee ee ge See 


 igtdd of eoypisur savtset verddomA" 
elt gi SStooTten don at dolidtw dnemevom 
woe: ebude taoo 


vse I as Bas .bSdaew I galas ¢ino oat 
--- adusdon RS en ee Secs 
TWOY MoU? axeeqgase 3I a " 
at exefit getbute teoo ont mt dedd eter mare 
oid 3s soslq eeded cotcw ysfeb edd betosfter Jon 
38809 ofttosd edt ts bus bsedexer 
ysieb edd ot tot]er Jon aeob ati? of A ah: 


eee eer rt lig go tn 


F ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Roberts 9. CI™ Che 3554 
(Mauro ) 


in unloading the cars; the car days. It refers 

to the fact that while those cars are delayed 

we are not paid for the service performed. That 
jis what it boils down to. 

Q. And one other question on that point. 

I am also adyised that during certain. 
months grain must be loaded within twenty-four 
hours of spotting of the car versus fortheelight 
hours for all other traffic? Is that correct? 

A. I think it 1s an interior terminal 
elevator under the Grain Act; that is all. But 
what I am speaking of is rere the cars are held 
in large quantitites at Fort William or Vancouver. 

Q. I am trying re point out and as 
accurately as I can picture to this Commission as 
to the handling of grain, Mr. Roberts, and there 
is this other feature of grain handling which does 
not apply to any other grein traffic; namely, 
country terminals. I do not think it is country 
terminals. I think it is at the Government _ 
elevators. | 

COMMISSIONER MANN: You might check that. 

THE WITNESS: It is the Canada Grain Act. 

MR. MAURO: It is country Seip 
but you can check that, Mr. Roberts? 

Ae Yes. 

Q. % suggest to you this is a compensating 
factor -- the fact that --- 

A. No, sir. 

Q. The fact that those cars have to be 
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Mauro 
1 
Z loaded within twenty-four hours as opposed to 
3 forty- etches | 


A. No, sir. When cars are held the 
length of time as some of these cars are, Mr. Mauro. 

COMMISSIONER BALCH: Would that include 
handling before loading or after loading -- if 
you ears a bunch of empty cars before loading, 
that would not be included? 

THE WITNESS: No, sir. 

THE CHAIRMAN: vouihave no trouble getting 
cars loaded at ithe country elevators; it is getting 
them unloaded at the terminal? 

THE WITNESS: ‘That is exactly it, sir, so 
we can get imisbetinte Loudimore grain -- keep 
them moving; keep the en elear. 

Q. The point I wanted to make, Mr. 
Chairman, was that there is this feature of the 
handling of grain and I understand, as a matter 
of fact, you have the right to refuse box cars 
during certain months of the year if they cannot 
guarantee that the car will be loaded in a 
ited Chg period of. time; namely, tewnty-four 
hours? 

; A. I do not know that. I could look 
it up, Mr. Mauro, I ie wav have that offhand. 

MR. MAURO: «Perhaps. this.would.be.a good 
spot to adjourn. . 

THE CHAIRMAN: Yes, we will adjourn now. 


---Short recess. 


(Page 3560 follows) 
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THE CHAIRMAN: All right, gentlemen. 

MR. MAURO: Q. All right, Mr. Roberts. 
Now, that question which I put to you concerning your 
right to have an embargo on boxcars at country 
elevator points, that applies, I am told, only when there 
is congestion at the terminals? 

A. At the terminal elevators. 

Q. I wanted to clear that up for fear 7 
might mislead someone on that. 

A. Yes, thank you. 

Q. Now, Mr. Roberts, will you tell us what 
the revenue per car of grain, Winnipeg to Fort William 
a. oh eet quote a figure and you tell us if you think 
it is right -- $154? 

A. That would be right, based on 55 tons, 
IY LOR Ai Could you tell us what the revenue per 
car on household goods piggy-back, Winnipeg to Fort 
William, is, and I will give you some figures. 

A. I don't have the figure. 

@. I am now quoting from Tariff No. 37, 
made effective March 9, 1959, 20,000 pounds, minimum 
62 cents per hundred, and it worked. out at $124 per 
car. 

A. Well, we would accept that. 

Q. So that that much maligned rate of 1897; 
which returns presently $154 a car from Winnipeg to 
Fort William, stands up pretty well per car with the 
rate that was introduced in March of 1959, which returns 
$1242 


A. There is a vast difference, Mr. Mauro, 
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between handling ten tons and fifty-five tons; like- 
Wise, there is no switching on piggy-back, they deliver 
it to us at our piggy-back yards.. 

Q. You have stated that the proposed rates 
would also create the unsatisfactory relationship 
which now exists between revenues and work done 
in relation to grain; that is on page 21? 

A. That is right. 

Q. Now, I have given you the figures on 
piggy-back and grain moving certain distances, and I 
wonder if you could tell the Commission whether there 
is more work involved in switching a car of grain than 
a piggy-back car? 

A. Well, I would say yes, sir. 

Q. In switching the car there is more cost 
involved in switching a car of grain? 

A, Yes, 

Q. Than in switching a piggy-back? 

A. That is right, because we don't switch 
piggy-back, it is delivered to us at our yard, pick 
it right up there and pull it away, and they take it 
away from our yard in Fort William. 

Q. And there is no switching of it at all? 

A. No terminal switching as such, up to a 
private siding. 

Q. How does it get onto the train? 

A. Well, it is picked up in the yard, but not 
in the same sense, Mr. Mauro, as you go out to a private 
Siding where the mill is located and with your switch 


engine you pick it up, one car. 
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Q. You may switch a car of grain more often, 
but my question was that in switching a piggy-back car 
and switching a grain car, the costs involved in a 
switching process would be identical? 

A. Well, while we are getting the cost there 
-- I couldn't answer that question. 

Q. Is it any more work for the engine or the 
crew in pulling a piggy-back as opposed to pulling 
a car of grain? 

A. I would say there is; you are pulling 
55 tons versus 10 tons, so far as the engine is con- 
cerned. | 

Q. And you are also pulling that 55 tons of 
grain and receiving $154 as opposed to $124 for a 
piggy-back car? 

A. That is right. 

Q. And the piggy-back rate, that is not a 
statutory rate, that is voluntary? 

: A. It is a competitive rate. 

Q. But you put it in yourself? 

A. That is right. 

Q. Now, under your proposed rate you have 
told us that the work on grain is, in your opinion, 
more than m this piggy-back, and as I have mentioned, 
you are presently receiving $154 to ship that car of 
grain from Winnipeg to Fort William as opposed to 
$124 for a piggy-back, but under your proposed rates, 
Mr. Roberts, you are asking the western Canadian farmer 
to pay not $154 as opposed to $124, but $308; that is 


the price that you want the person to pay from Winnipeg 
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to Fort William? 

A. You are picking on Winnipeg, Mr. Mauro, 
but the situation is vastly different at places on 
branch lines in Western Canada further west. 

Q. You are not annoyed that I am referring 
to Winnipeg and Manitoba? 

A, No, but there is not that much grain as 
such shipped from Winnipeg. 

Q. There is not much grain shipped from 
Winnipeg? 

A. Not in relation to what is shipped from 
west of there. 

Q. Just. dealing with the inconsiderable 
amount that Manitoba produces --- 

A. I didn't say Manitoba, I said Winnipeg. 

Q. But I take it a fair amount of it goes 
through Winnipeg? 

A. It goes through Winnipeg but doesn't 
originate at Winnipeg. 

Q. All I am asking is about the rates from 
Winnipeg to Fort William? 

A. Yes. 

Q. And you in your proposed rate, you want 
now in revenue per car an increase from $154 to $308? 

A. That is right. 

Q@. And that, in relation to $124 for a 
piggy-back car for the same mileage would, in your 
opinion, be a fair return for the work done? 

A. That is right. 


Q. On page 22, Mr. Roberts, you mention that 
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domestic grain rates have increased by 90 per cent. Z 
would like to refer you to Exhibit 79-C, and you will 
note, Mr. Roberts, that normal commodity rates have 
increased from 1.32 cents in 1949 to 1.78 cents in 1950, 
or an increase of less than 35 per cent for the same 
mileage; a&@ normal commodity from 1.32 cents a ton mile 
to 1.78 cents per ton mile, or an increase of less than 
35 per cent. 

MR. SINCLAIR: We will accept that calcula- 
tion without any check, 

THE WITNESS: That is right. 

MR. MAURO: Q. So that you are suggesting 
that the domestic grain rates have risen 55 per cent 
above the average increase? 

A. Well, of course, this is an average; 
this is an average, as you say. 

Q. That would be a correct statement? 

A. That is right, in comparison with the 
average here. 

Q. In comparison with the average increase 
on normal commodity rates of less than 35 per cent, 
domestic grain rates have risen 90 per cent? 

A. That is right. 

Q. Would this be an example of what the 
provinces have frequently said, that it is a captive 
traffic? 

A. No, sir, it is lower, as a matter of 
fact, than the level of rates paid in eastern Canada on 
the same types of movement. 


MR. SINCLAIR: What is lower? 


: 
| 
| 


wtte ile & stage SE mor 8 


~alueleo tend tqooon ELew of prseeve a : 
| Hosd> ys moist note 

+ sedges at teat : AGEMEREM Se i 
antisegqga ous yoy tadt 62 1) SORUAM. sR we pa 
too teq 2 coat oved coder ateny obteomph edt dailt 

ieasueve na et aldd eames to fie A 

my Yee MOY as ,gatevs me at ates 
i einometete tosntoo 8 od bisow tagT  .Bee ante 

ont iiw soehusqmos ak .tayds al das? A | | 
ted egatevs 


Baeeesae 3 mica 


easetoal syatevs odd adtw, eo kecegung 9. 2 
.3m09 isq 2é aed easel Yo eeteq ysttbommoo Lamioa ao 


Tineo teq OC asat+ ever sede als1g otteemob 

itighs et teat 4A | | 
silt. teziw to. akeqmaxe. aa od atdt bivoW  .p- we 
avitgso s et $f ded? .bibwe Yiaeupert evasi seontvorg 
acl nd Soltis 

io t9ttem 8 86 .ewol” at ob .ate om Np at gad gg: 
i sbeas) stedege at bisq eotan 2o Level edd medd: (tos? 
Prowol at dai GAEAROMTE AM 


< 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Robert Sy CP-e€xX 3565 
(Mauro 


THE WITNESS: The domestic mileage scale 
on grain in Western Canada. 

MR. MAURO: Q. How much domestic grain is 
moving? 

A, In Western Canada? 

Q. Yes.) 

A. I don't know in terms of volume, Mr. 
Mauro; it is about, maybe -- no, I don't know in terms 
of volume. 

Q. Now, Mr. Roberts, at the foot of page 
22, reading at the very bottom of the page, "When a 
comparison between rate levels on similar commodities 
moving in Canada is not possible, as an alternative, 
rates for the movement of grain and grain products 
in contiguous areas have been examined as a guide." 

The following table which is found on page 
18 of the Canadian Pacific submission gives a compari- 
son between the present rates for the movement of 
grain from shipping points in the United States to 
export positions at Duluth and Seattle, and the pro- 
posed rates for the movement of western Canadian grain 
for the comparable distances of Fort William and 
Vancouver. 

Now, having regard to the rates for movement 
of grain from shipping points in the United States, 
Stas thought @it might be of interest to the Commission, 
Mr. Roberts, to look at the present rates in both 
Canada and the U.S. from the inception of the Crow's 
Nest Pass rates, and compare it down to the present 


rates. 
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I will be obtaining my figures, Mr. Roberts, 
from a submission of the Canadian Pacific Railway 
Company to the Royal Commission on Transportation, 
which submission is dated October, 1949, and I under- 
stand it was the submission to the Turgeon Royal 


Commission. I am referring to page 89. 


MR. SINCLAIR: We will accept the correctness 


of the figures. You are talking about the appendix 
on the front? 

MR. MAURO: Yes. 

MR. SINCLAIR: Page? 

MR. MAURO: Page 89. I will be referring 
to page 89 and page 100, Mr. Roberts. 

MR, SINCLAIR: Pages 89 and 100, They are 
in the same book? 

MR. MAURO: Oh, yes, the same book. 

Q. On page 89 we have a table that is 
entitled, "A History of Rates.on Wheat from Regina, . 
Saskatchewan to Fort William, Ontario, and from 
Whately, Montana to Duluth, Minnesota during the 
period 1898 to 1949." 

In September of 1899 the price of wheat, Mr. 
Roberts, according to your schedule on page 100, was 
7O cents? 

A. Correct. 

Q. And the price of wheat in the United 
States was 69 cents? 

A. That is right. 

Q. Your freight rate charge from Regina to 
Fort William was 20 cents? 
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A. Yes, 

Q. And the charge in the United States was 
40 cents? 

A. Correct. 

Q. That was at the time that you entered 
into the agreement? 

A, That is right. 

Q. The rates were doubie in the United 
States to those in Canada? 

A. That is right. 

Q. On August 12, 1918, the price of wheat 
in Canada rose to $2.24 a bushel? 

A, Yes. 

Q. The price of wheat in the United 
States to $2.36 a bushel? 

| A. Correct, 

Q. ‘he freight charge from Regina to Fort 
William was 24 cents? 

A. Yes. 

Q. And the rate in the United States 30 
cents? 

A. Correct. 

Q. So that at that period your rates went 
up 4 cents and the American dropped 10 cents? 

A. That is right. 

Q. September 13, 1920, the price of wheat 
at Fort William was $1.99? 

A, Right. 

Q. The price of wheat at Duluth was $2.01? 


A. Correct. 
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Q. The freight rates in Canada from 
Regina to Fort William had gone up another 8 cents to 
323 cents? 

| A. Correct. 

Q. The price of freight in the United 
States had returned to the 1899 level of HO cents? 

A. Correct. 

Q. So that the Canadian rate is over 60 
per cent higher in 1918, 60 per cent higher than the 
1899 level, while the U.S. rate is at the same level? 

A. Exactly. 

Q. So that fact, that rates exist for a 
long time, historically, Mr. Roberts, doesn't 
of that simple fact make them bad rates? 

A. Well, it is in relation to conditions 
at the present tim. 

Q- We will reach the present time, too, 
but at that time from 1899 to 1918 the American rate 
had dropped 10 cents in one period, and by 2928 1% 
actually returned to the 1899 level? 

AY Of course, there were fluctuations in 
the Canadian rates, too. 

Q. Yes, up; the fluctuations in the 
Canadian rate went from 20 cents --- 

A. Twenty cents down to 18 cents. 

Q. That would be under the Manitoba Agree- 
ment, not the Crow's Nest? 

A. Yes, but they went down. 

Q. And up to 24 cents? 

A. Up to 24 cents. 
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Q. And up to 324 cents? 

A. Yes,reflecting conditions in Canada. 

Q. We are trying to compare them with the 
conditions in the United States. 

A. The conditions are not entirely the same. 

Q. Well, you raised that? 

A. I didn't say that. 

COMMISSIONER BACH: That is why the rates 
in the United States are in such a mess there at the 
present time. 

: MR. MAURO: We will try to prove there are 
other reasons for the mess in the United States and 
Canada. | 

COMMISSIONER ANSCOMB: Would you repeat the 
prices of wheat over the years which you gave before? 

MR. MAURO: In 1899 it was 70 cents, in 
1918 $2.24 and in 1920 $1.99. 

COMMISSIONER ANSCOMB : That is as far as 
you have gone so far? 

MR. MAURO: Yes, Mr. Anscomb. 

Q. Now, we come to another year; the price 
of wheat, Mr. Roberts, in 1931-1932 dropped from $1.69 
in the 1924-1925 period to 60 cents a bushel in 1931- 
1932? 

A. That is right. 

Qe Did the Canadian Pacific Railway make 
any reductio in their charges for moving this grain? 

A. No, we didn't; our costs were remaining 
constant. 


Q. Now, I will refer you to the Dominion 
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Bureau of Statistics statements of 1923 to 1958, and 
at page 17 it states as follows: 
"The total payroll of the Canadian 
Pacific Railway in 1927 was $117,488, 000;' ! 
and in 1933 your payroll had dropped to $53,000,000. 

A. That was commensurate with the traffic 
we were handling. 

Q. Did your costs remain the same? Did 
the Government of Canada ask you to reduce or to change 
the agreement of 1897 when the price of wheat dropped 
to 50 cents, and,as we know, on certain grain products, 
to 30 cents a bushel? 

A. Not to my knowledge. 

COMMISSIONER BALCH: What were the years? 

MR. MAURO: 1931 and 1932. 

COMMISSIONER BALCH: Those were the depressio 
years, with half the men working, for one thing. That 
would lower the payroll. 

MR, MAURO: Well, exactly; that is exactly 
the point which I am making, Mr. Balch, that the costs 
were very much changed but the price that the Canadian 
Pacific Railway was receiving for its grain stayed 
constant at 20 cents per hundred pounds, and the price 
that the farmer was receiving in 1899 as opposed to 


1932 was a far different story. 


(Page 3575 follows) 
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MR, SINCLAIR: Is there a question 
outstanding, Mr. Mauro? 

MR. MAURO: No. 

I was saying, Mr. Roberts, to your 
knowledge, the Government, as one of the parties 
to the agreement of 1899, did not attempt to change 
the terms of the érowté Nest agreement during the 
depression years 

A. I don't know that any attempt was 
made to-do that, because I don't consider that 
the unit costs as far as the Canadian Pacific 
was concerned for handling the grain would be any 
lower. 

Qe Do you think that th unit costs 
in the United States would have remained constant 
with the C.P.R. during the depression years? 

A. There aréliairrspent conditions over 
there. 

Qe Because the price of grain in the 
United States dropped and then the price of grain 
dropped still further in 1932+33,. It dropped 
another 6 cents a bushel from 60 cents a bushel a 
year before to 54 cents a bushel in 1932-33. - 
Could you tell the Commission whether the C.P.R. 
dropped the price for moving grain from Fort 
William? | 

Ae Not at that time, Mr. Mauro. 

Q. Did the Government, as a party to 
the Crow's Nest Agreement ,suggest that the terms 


be varied due to different circumstances. 
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A. Well, the Crow's Nest Agreement was 
not in effect, in 1932. 

Qe Did they, to your knowledge , ask for 
any change in the rates set out in the Crow's Nest. 
Agreement due to changed circumstances? 

MR.SINCLAIR: How could they if the 
agreement wasn't in effect. If Parliament felt it 
was necessary to take action by statute they could 
have done so. 

MR. MAURO: Q. Was there any request 
made by the Government of Canada to reduce the grain 
rates below the level of the Crow's Nest Agreement? 

A. They could have done, so themselves, 
of course. They could have done so by statute, 
as they did in 1925. 

Q. So when you stated that the rates on 
grain have not borne - that this traffic has not 
borne any part of the increase in the cost of 
transportation, you also meant to tell the.Commission 
that these rates were not adjusted downward with 
any reduction in cost? 

Ae I don't know that there were any 
reductions in cost, Mr. Mauro.. 

Q. And finally, Mr. Roberts, you have 
referred to the situation in the United States and 
you referred to the value of Service principle. 

I am now going to put a certain series of figures 
on the record and you will then have an opportunity 
of looking at them at your leisure and making any 


statement you desire. 
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MR. SINCLAIR: Have you got the cost of 
grain in 1958 and 1959? 

MR. MAURO: Yes. We will go further than 
that. I would like, as a matter of fact, to make 
it complete, Mr. Sinclair, because I am very grateful 
to my learned friend Mr. Sinclair, because I think 
the records sidula be made complete on the price of 
grain. | 

THE CHAIRMAN: Get them on the reeord. 

MR. MAURO: It dropped to 54 cents in 
1932-33; then it rose to 68 cents in 1934, 82 
cents in 1935, 88 cents in 1936, $1.23 cents 
in 1937, $1.32 cents in 1938. It dropped in 
1939 to 80 cents a bushel, another 10 cent drop 
in 1940 to 70 cents a bushel, and increased to 
76 cents in 1941, increased in 1942 to 85 cents, 
and for the first time in a long period, with the 
two exceptions of 1937 and 1938, we finally get 
back to a price up to the 1899 level of $1.03 in 
1943, $1.37 in 1944, ST. 44 1n'1945))"° $1.75 
in 1946 and 1947 and 1948, under the agreement. 

THE CHAIRMAN: The post war. 

MR, MAURO: The post war. And I have 
to quote the Gazette for grain prices, but No. 1 
Northern, January 22nd, $1.66, No. 2 - $1.63, 

No. 3 Northern $1.56. 

I have one final question, trying to tie 
up this situation that you have shown in relating 
it to the American situation, Mr. Roberts. 


We have examined a document published by 
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the Interstate Commerce Commission entitled: "Freight 
Revenue and Wholesale Value at Destination of 
Commodity Transported by Class I Railroads", and 
this document has the following information at 
page 13: 
Average freight rate on wheat per ton, 
$6.13. Average value per ton at 
destination, $74.72. Freight as a 


percentage of value, 8.2 per cent. 
The Canadian Waybill Analysis --- 


MR. SINCLAIR: What year is that for? 

MR. MAURO: 1956 figures. | 

The Canadian Waybill Analysis for 1958 
shows the average freight rate per ton on statutory 
grain as $4.23; the average pihea western wheat, 
Fort William per ton,$51.96. | 

MR. SINCLAIR: Where does that come from? 
- the Waybill Analysis? 3 

MR. MAURO: No. This is our figure. 
That is taking the average price of 155 and 7/8ths 
on grain. 

MR. SINCLAIR: Does that include final 
payments? 

MR. MAURO: That is right. We have 
estimated this to be the average price. 

THE CHAIRMAN: What the farmer receives? 

MR. MAURO: That is right, at Fort William. 

COMMISSIONER PLATT: That could be checked 
by official prices in the Canadian reports. 
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MR, MAURO: Freight has a percentage of 
value in Canada of 8.1 per cent. 

THE WITNESS: Of course, the United States 
figure covers all grain by all class I railroads 
in the United States. You are taking here the 
revenue from grain in western Canada. There is 
quite a difference. 

Q. And there is a very large portion moving 

under domestic rates in the United States? 

A, Well, I don't know about that. 

MR, MAURO: Thank you very much, Mr. 
Roberts. 

THE CHAIRMAN: Mr. Doherty? 

MR, SINCLAIR: We don't know anything about 
the figures my friend has just given, and we are 
not undertaking to check these figures under any 
circumstances , because the relationship of how 
you calculate grain costs and grain revenues is 
quite a subject; and, as we have made clear on 
other occasions, sometimes we take very strong 
exception to the way the I.C.C. get their figures 
and what they do with them after they get them. 

"MR, MAURO: I thought it was an interesting 

Statbistic. 
THE CHAIRMAN: Mr. Doherty? 
CROSS-EXAMINATION BY MR. DOHERTY: 
Qe Mr. Roberts, on page 2 of your precis, 


in the second full paragraph, you say: 


"The authority of the Board extends 
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to all freight rates in Canada, with 
the exception of the statutory rates 

on grain and grain products moving 

to export position in western Canada 
which are removed from the jurisdiction 


of the Board by Section 328(6) and (7)" 


A. Yes. 
Q. Going down to the second last full 
paragraph, about the third last line, you say: 


",..and also has the responsibility of 
maintaining supervision over the many 
individual rates which are constantly 


being negotiated and published", 


Now, am I correct in understanding in . 
this statement that there is a difference in 
the supervision and control of the Board of Transport 
Commissioners as toother rates; that is, there is 
a direct control in some respects and indirect 
control in other respects. Would you give me 
the benefit of your knowledge by indicating, perhaps, 
with respect to the class rates, the competitive 
rates and the agreed charges -- just the measure of 
control in each instance? I am not just too clear 
on that. 

A. Well, the class rates are the ceiling 
rates. We would have to get the authority of 
the Board to increase those rates prescribed by 


the Board. Then the normal commodity rates and the 
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competitive rates and agreed charges, we 
negotiate those, but we are subject to being taken 
before the Board if someone considers they are 
being unjustly treated or undue preference is being 
given to anybody else. 

Qe In volume 23 at page 3295, I believe 
this time Mr. Sinclair is leading the evidence, 


I believe, on commodity rates and he said: 


"Do you have many shippers after your 
negotiations filing complaints with the 


Board?" 
And your answer was: 


"No, sir; we generally are able to 
reach mutual agreement, through 
negotiations, with our shippers, Mr. 


Sinclair." 


Now, what I am interested in knowing 
is what figure, perhaps, had you in mind in the use 
of the word "many" there? Could you give us any 
figure? 

A. Well, we are not before the Board 
on too many occasions in direct complaints on 
action taken by the railways. I would say last 
year there were probably four, may be, if that, 
in the year 1959. 

Q. That would have reference to any 


charge, commodity rates, agreed charges and 


competitive rates? 
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A. Yes. There are very few of them, 

Q. Would you suggest that the reason, 
perhaps, for what we might call the small number 
of complaints is that the shippers do not regard 
the rates as unjust and unreasonable? 

As Well, they sit down with us and 
we endeavour to negotiate with them a rate that 


will move the traffic to their satisfaction. 


3582 


Q. If you were to have a commodity rate 


which we will say, for example, did not satisfy 
a particular shipper, he felt that thet was too 
high a rate, then you could, of course have an 
agreed charge which might perhaps satisfy him? 

A. Well, no. The mere fact of the 
shipper not being satisfied doesn't mean we would 
je Be an. agreed charge with him or enter into an 
agreed charge with him. Competitive rates in 
the open tariffs) and pata charges are just the 
same , it is competition which sets the pace, We 
don't rive, the railways don't give bargain rates 
in entering into agreed charges; we are meeting 
competition. | | 

| Q. On page 3 you are speaking here 

of the principle having to do with the setting of 
rates, and you speak of the value of service 
principle, In ine fipat full paragraph on that 


page you say: 


"Tn all rates the value of service 


to the shipper or consumer establishes 
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an upper limit, as indicated by 
the ability of the traffic to pay 
the proposed rate and still move at 


optimum ' volume? . 


Now, as I understand the position that 
the (.P.R. takes at this moment, you are not 
suggesting that the grain shipper pay any additional 
cost? 

A. Any additional charges? 

Q@. Yes? | 

Ae On his grain moving to the Lakehead 
or Pacific coast or whatever it may be? - no, 
sir. | | 

Q. In other words, the rate for him 
is to remain as it is at the present time? 

A. Yes, 

Qe In suggesting that rate, the reason 
that you are not raising the rate to him is that 
he cannot afford to pay a higher rate? 

| A. I would say that we don't consider 
that the-economy of the western farmer could stand 
this increase at the moment, 

Qe Would it be fair, then, to suggest 
that this Crow's Nest rate satisfies your 
requirements of this principle, that you have, 
in fact, now a rate which is, as I see it, the 
upper limit, that is, that the shipper has not 
the ability to pay any higher rate, by your own 
admission. 
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A. Yes, but all this is predicated 
upon our receiving a fair and reasonable rate for 
the work we perform, The fair and reasonable works 
both ways, Mr. Doherty. 

Qe But this is an upper limit, as I 
understand it, isn't it? 

A. I know, but there is also a floor. 

Q. We will speak to that later. 

A. Yes, but it ig still there , that 
while the farmer may not be able to pay it, we 
cannot continue to handle it at less than cost. 

Qo Then if we can go to the lower limit, 


you say: 


"The lower limit of the range of rates 
‘is fixed by the need on the part of the 
carrier to have rates at a level no 

lower than the variable cost of providing 
the service in respect to any individual 
segment of traffic and which will, in 
addition, make some fair contribution 


to constant costs," 


Now, am I correct in my understanding 
that you interpret "fair contribution" in the case 
of grain to mean full costs? 

A. This is an overall evaluation. We 
are dealing with traffic which we have said is 
basic to the plants in western Canada, and we 
should receive from that basic traffic full costs. 


Q. I pelieve you have said that this 
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grain movement constitute about 26 per cent? 

A. Forty per cent in western Canada, 

Q. I am thinking of the overall picture. 

A. Twenty-six per cent. 

Q. I believe also in evidence yesterday 
we were talking about class rates, and you estimated 
they would contribute about 2 per cent. 

Ae Yes, by volume, something over 2 
per cent - tons, that is. 

Qe You regard class rates as returning 
your constant costs? 

A. Our full costs, yes. 

Q. So we have 26 per cent on the grain 
movement and 2 per cent on the class rates. 

F A. Yes, 

Qe A total of 28 per cent? 

A. Yes. 

Q. So we are speaking about something 
better than 79 per cent of the traffic moving at 
something better than the grain traffic or class 
rates? , 

As Yes. Excuse me a minute now. The 
figure of 2 per cent is tons and the 26 per cent --- 

MR. SINCLAIR: We can accept that. 

MR. DOHERTY: Q. It is something over 
70 per cent of the balance of the traffic? 

.- Yes. 

Q. And that 70 per cent moves at the 
commodity rates, agreed charges and the competitive 


rates? 
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A. That is right. 

Q. Now, in setting a rate such as an 
agreed charge or a rommodity rate or a competitive 
rate, I think you suggested that the rate must 
cover variable costs and make some contribution to 
your total constant costs. 

Ae That is correct. 

Qe So that it would be true, then, 
to say that all commodity rates do not meet full 
costs? 

As Some do and some don't. 

Qe But they all do not? 

Ae They are governed by the cdnditions, 
competitive conditions, under which they are 
instituted. 

Qe Then speaking of agreed charges, 
would it be true also to say that all agreed charges 
do not meet full costs? 

, Ae That is correct, for the same reasons, 
competition. | | 

Qo And the same in the competitive rates? 

As Yes. A great majority of agreed 
charges , I would say, meet that condition of 
constant costs, 

Qe But there is still a percentage that 
does not? | 

Ae There is still a percentage that does 


not. 
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2 Q@. Now, may I look at page 5 of your 
3] precis, Mr. Roberts, You are dealing here with the 


4 -- of course, you generally call them loading 
5 characteristics -- you are speaking first of the 
‘ loadability. 
Now, in the case of grain, is it correct 
‘ that the loadability insofar as grain is. concerned 
i is a favourable situation; that you may load heavily, 
ol as I understand it? 
10 A. That is correct. 
11 Qs So that factor of loading is in favour 


12| of grain? .., 


13 As Yes. 
14 Qe. Favourable? 
Ae That is right. 
ii Q@. As to the type of equipment necessary, 
i t believe yesterday you said you required good 
ss box cars? | | 
18 A, That is quite right. 
19 Qe But you would not regard that as special 


20 equipment? 


1 A. No. But, you have to keep your 

99 equipment for the grain traffic in excellent shape. 
Qe Surely you try to do that with all 

ss Co.P.R. equipment? 

4 A. Yes, but you get your good equipment 

25 


out to western Canada when the grain is moving 
26| heaviest. You make sure you have it available there. 
27 Q@.. There would, of course, be a recognized 


28 || maintenance cost, but it would not be unusual having 
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in mind the maintenance cost of other types of 
equipment? 

Qo Would you regard the maintenance of 
this type of equipment as a particularly heavy 
burden? 

A. Well, they can do a fair amount of 
damage to a good box car, Mr. Doherty, when they put 
the grain doors nile 

COMMISSIONER BALCH: Might I speak as 
one who has handled thousands of them, The grain 
ears are definitely separated and kept apart when 
we switch the car. We recognize grain cars as 
a specific car, I mean to say the railway man 
recognizes and he definitely would not put that into 
a siding to load machinery or other kinds of freight. 

The grain cars are separatad so that they 
are regonized as a special kind of car. 

MR, DOHERTY: But not in the same sense 
as a special car for piggy-back loading? | 

COMMISSIONER BALCH: No, but it is to 
the extent that we definitely set them aside for 
grain purposes. 

MR. DOHERTY: Q. Well, with these types 
of cars, would the same type of car be avilable for 
use, say, for moving newsprint. 

A. They are in that class, as Mr. Baich 
says. The grain cars are first class, A-one cars, 
and they have, generally speaking, painted on the 
side of them, "This car must be used for general 


merchandise, and grain and flour...". It specifies 
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that that is the type of thing -- and newsprint, also. 

Qe Mr. Mauro: suggests sugar. 

8o, taking you to another point, in using 
those first class cars as you have described them 
for the use of grain, you are not contaminating the 
car in any respect in its use for grain? That does 
not make it unusable for other classes of --- 

MR. SINCLAIR: It does not pay enough money. 
That is the only contamination. | 

MR. FRAWLEY: Contamination is a good word -- 
contaminated by the agreed charge. 

COMMISSIONER BALCHs Might I say this that 
the grain car definitely cannot have any leakage, we 
will put it that way. I have seen cars come through 
with a bit of a hole punched through and it leaks 
out tons of grain over a distance. 

So a grain car cannot have leakage. It 
must not be dirty. And, ba other words, it is 
stenciled on the side, "Keep for grain". The 
exact words, I do not know, but. itis for. grain, 
definitely. 

THE CHAIRMAN: Does it also suggest clean? 

MR. DOHERTY: As I understand it, it is 
a first class car, well-maintained, but not special 
in the sense of being available only for a particular 
USE» 

COMMISSIONER BALCH: To mention paper -- 
just one small nail in a paper car would ruin one of 
those great big rolls of paper. A paper car has to 


be perfect, too; the same as a grain car. 
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MR. DOHERTY: Q. That would also apply 
to, as I understand it, a shipment of such things as 
sugar, flour, and many other commodities. In other 
words, grain is not unique, as I understand it, in 
requiring a. first class car? 

Ae Of course, we get different rates on 
those other commodities, Mr. Deherty. We do not 
get the Crow's Nest rates on newsprint. 

Q. Yes, that may be. But the fact is 
that the revenue from the Crow's Nest grain cars 
may be equal or surpass the revenue from other types 
of shipments? 

A. I would say generally speaking you get 
more revenue from these other types of traffic I 
am speaking of. 

Q. My point in asking that, Mr. Roberts, 
was that as I would read these characteristics with 
respect to loading and the type of equipment, it 
would seem to me that grain would be in a reasonably 
favourable position, In other weds, it's -=- 

A. Well, it requires a box car but, as 
I say, Mr. Doherty, it requires a good box car, 
in good first class condition, And they have to 
be out in western Canada and available when the grain 
is moving. 

Q. If you.deem the loadability factor 
to be favourable and the other factor not to be 
unfavourable, these things in my mind would point 
to a favourable rate? | 


A. Well; yes, a favourable rate at the 
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level we suggest. 

Q@. On page 6, Mr. Roberts, you are speaking 
there of the old 9th class which applies to livestock. 
Now, in the movement of livestock -- supposing a 
person were shipping livestock, say, from Regina 
to the Royal Winter Fair at Toronto, what type of 
rate would that stock travel at? Would it be a 
class rate? Would it be the same type of class rate, 
or a commodity vkce? | 

A. We have a commodity, rate. We have 
commodity rates from western Canada to eastern Canada. 

Q@. I am advised that this rate is 116. 
Would that be correct? 

A. CFA Tariff 116. 

Qe Now, if that same movement of livestock 
is coming back from the Royal Winter Fair to Regina, 
would it come back on the same rate? 

A. Well, Mr. Doherty, now you are getting 
into a question of special rates which the railways 
maintain and have for years of stock going to such 
as the Royal Winter Fair in Toronto. And this was 
done -- it started years ago -- in an endeavour to 
improve the strain of the stock raised in western 
Canada. There are certain concessions made to promote 
the growth of the livestock in western Canada and 
try to get us into mixed farming. 

Qe So that it would come back -- my 
information is, Mr. Roberts, that it would return 
on a different rate, which would be perhaps 5-J or 


class 33 or 40. Am I correctly informed in that? 
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A. We will have to check it. 
THE CHAIRMAN: Well, Mr. Roberts can check 


that, and we will adjourn now until 2:00 o'clock. 


---Iuncheon adjournment. 
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---On resuming at 2:00 p.m. 
CROSS-EXAMINATION BY MR, DOHERTY (cont'd). 

Q. Mr. Roberts, this morning at the 
adjournment we were discussing the movement of 
livestock to the Royal Winter Fair, and the 
probable return and the rates under which they would 
move, and I understand you have had a chance to look 
at those rates and get some information on them. 

A. That is right, Mr. Doherty; we have 
the tariff, the railways have the tariff; it is 
the Canadian Freight Association tariff No. 22-G, 
CTC, 1592, which provides for the return movement 
of livestock from exhibitions or fairs; it is still 
the poepaniey of the exhibitors, and it provides 
that the freight charges from the last point of 
exhibition to the original point of ghipment will 
be 75 per cent of the full tariff rate, and the full 
rate is a commodity rate which is provided for in 
our Canadian Freight Association tariff 5-J. 

Qe That was the information I had. Am 
I still right in saying that there are two rates; 
‘one moving east and another moving west? 

A. A reduced rate westbound, that is 
right, there are two rates. 

Qe Then the situation with respect to, 
say, breeding stock brought in from outside Canada, 
that would move, again, under a different tariff, 
would it not? My information is that it would 
under tariff D. 

A. Yes, that is right. 
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Qe The other question I want to ask on 
livestock movements, Mr. Roberts, is would there be 
an appreciable change in the amount of livestock 
moving today as compared to, say, twenty years ago, 
moving on rail lines? 

aAe Yes, there is quite an appreciable 
change. 

Qe Have you any idea what the amount, 
percentage-wise, would be that is now moving as 
compared to twenty years ago? 

A. No, I don't have those figures, 

Q. It would be a fairly low percentage, 
though, . would it not? 

Ae How do you mean? 

Qe As I understand it, there has been 
quite an erosion of livestock movement. 

A. Yes, an erosion this way whereas the 
farmer - take twenty years ago, the farmer took 
his stock to the railway stock yards for loading by 
rail, and he will come with ia 3 own truck and pick 
up the livestock and take it and ship it by rail 
from a central point. 
| Qe Has there been any movement on the 
part of the railways to reclaim or regain some of 
this? 

A. Well, there is trucking, and we have 
rates in effect in western Canada to endeavour to 
meet the trucking situation. 

Qe Have they been meeting it fairly 


successfully? 
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TORONTO. ONTARIO Roberts, Crs CXs 3595 
(Doherty ) ’ 


A. I understand from the last figures 
we had and the last report which I had that 
there is a substantial amount of livestock moving 
by rail again. 

Q. And I would suggest that the methods 
being used are some improvement in the rates, and 
perhaps also some improvement in the method of 
handling and the speed of handling? 

A. Well, I don't know as to the service 
angie, Mr. Doherty, I couldn't answer that, but we 
did reduce our rates in western Canada. —. 

Q. And you think that the reason for 
that is that there have been these improvements? 

A. ‘Yes. 

Q. Now, on page 7, Mr. Roberts, you 
are speaking of packing requirements and these, I take 
it, are packing requirements for movement by rail. 

Now, are the packing requirements by rail 
of such a nature that movements by rail would entail 
expense over and above what. would be required if 
the movement went, say, by truck? 

A. Well, trucks, of course, are a 
different situation; they don't have any hard and 
fast rules, as I know them, but they to a large 
extent do adhere to the railways' classification in 
the method e+. pouTa se but they don't rigidly adhere 
to them; the provisions for packing requirements 
are what we have developed through negotiations with 
the trade, what is the general method of packing. 


Q. Take now, for instance -- excuse me. 
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A. That is all right. 

Qe I was thinking in the case of 
movement of domestic furniture and household goods, 
and the packing requirements that might be necessary 
there that would need to be required by the other 
carriers. | 

A. Well, the packing requirements - that 
is,household goods that could or could not move from 
one city to another? i 

Qe That is right. 

A. By rail they require that the furniture 
sheuld be crated but the difficulty there with 
respect to movement by rail is the fact that the 
long distance household movers, the men come right 
into your home and you have a personalized service; 
the men come right into your home aid tates pack the 
goods for you and put them in the van, they stay 
with the van and they drive the van out to Vancouver 
or Regina, or wherever you may be, and the same man 
unloads it and --- tex 

THE CHAIRMAN; Don't do too good a job for 
the truckers. 

THE WITNESS: No. I am giving Mr. Doherty 
information, sir. It is a@ personalized service, 
‘Mr. MacPherson, that is what I am shying: 

MR, DOHERTY: Q. The point I was trying 
to make, Mr. Roberts, is that a movement by van by 
piggy-back, that arrangement, could be, then, a 
tess costly arrangement having in mind the fact it 


wouldn't be necessary to crate the furniture, is 
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that the correct situation. 

A. Well, this again is the vans that 
the household goods are carried in, that is what you 
refer to by piggy-back. 

Qe I was wondering if the packing and 
erating requirements of furniture are perhaps 
instrumental in preventing this movenent going by 
rail by reason of the fact that the cost might be 
higher. 

A. No sir, I wouldn't say that; I would 

say as I did before to you, that it is a question 
of personalized service with household goods. 

Qe I was wondering, has the railway at 
any time given any consideration to that, to giving 
that type of personalized service in an effort to 
regain some of this traffic, this type of arrangement, 

As That would mean we would have to 
set up a service in each city on this continent. 

You see, the household goods movers are 
made up of - they form associations; the North 
American Van Lines, that is just an association of 
people in the moving business in Winnipeg and 
Vancouver and Edmonton, and so on and so forth, 
and it is the sort of organization which we would 
have to set up, and there is not that much movenent 
of household goods in Canada, used household goods. 

Q. And you do now, as I understand it, 
have a pick up and delivery service of freight; there 
isa pick up and delivery service of freight at 
either end? 
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A. Yes. 

Q. So, that is a partial step. 

A. Yes, we handle - wherever the household 
goods mover wants to use it we have the piggy-back 
service available for him. 

Q.. Now, moving onto page 8 down in the 
fourth paragraph, you are speaking, as I understand 
it, of equalization, and you make the comment, 

"The investigation was lengthy and in 

November , 1953, preceding the completion, 

the Board took an interim step toward 

equalization by ssheaetin that the 

class rates in eastern Canada should be 

increased 10 per cent and the class 

rates in western Canada reduced 5 per 

cent." | | 

Am I correct in my understanding that the 
western rates were 15 per cent higher than eastern 
rates? 

A. No, no; that was just a step taken 
by the Board, Mr.. Doherty, preceding equalization 
under the equalized class rates scale, 

Q. That was an interim step? 

A. Yes. 

Qe Is there a further step of increasing 
the eastern and reducing the western? 

A. No, because the equalization scale 
was put into effect on March 1, 1955. 

Qe That is not a complete equalization? 


A. Yes. Class rates. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Roberts, cr-ex 3599 
(Doherty ) 


Q. On page 9 in paragraph 1 you say: 
"The majority of the traffic carried by the 
railways requires rates lower than the class 
rate to permit it to move freély." 
Am + correct in my understanding that it is a competitive 
bit kab hon? 

A. No, not exactly, sir. We have normal 
commodity rates that have been in effect in Western 
Canada, for example, right through the years, on live- 
stock, as you see on grain, and we have commodity 
rates, normal commodity rates on fruit. We have them 
on the traffic that requires them to move freely. 
Those are for general application. 

Q. And if the commodity rate didn't move 
the traffic, then you would give consideration to 
an agreed charge? 

A. Not exactly, sir; we would have 
to look into the aspects of each instance and 


find out why it was’t moving freely. 


(Page 3601 follows) 
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< 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Robert SB;  CP=-@zx 3601 
(Doherty ) 


Q. Now, I am saying you would give considera- 
tion -- I am not saying necessarily you would put an 
agreed charge in, but you would give consideration to 
that? 

A. To the publication of a specific rate, 
to meet the situation. 

Q. Point to point rate? 

A. Yes, commodity rate. 

Q. On page 10, in the first full paragraph, 
we are again speaking of, as I understand it, the 
commodity rates, and you say: 

"If a shipper is not satisfied, he can lodge 

a complaint with the Board and obtain a ruling 
as to what a just and reasonable rate should be." 

Now, is it not true that if a complaint were 
lodged the Board would deal only with the question as 
to whether or not the rate was just and reasonable; 
they wouldn't,for instance, look to see if the rate was 
too high or too low? 

A. Well, it would be a just and reasonable 
rate. In arriving at a just and reasonable rate they 
would consider if it was too high or too low. 

Q. Mr, Roberts, I have been advised that 
there is an agreed charge on -- this is on ferro-alloys 
moving from Welland to Vancouver at a rate of $1.27. 

Am I correct in that? 

A, What is the minimum carload weight? 
One hundred thousand pounds? 

Q. Yes, 

A. That is $1,270. 
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? ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Roberts, cr-ex 3602 
(Doherty ) 


Q. That would be moving an approximate 
mileage of what, Welland to Vancouver? 

A. About 2,600 miles. 

Q. Then the same movement, as I understand, 
going to Regina, which would be a good deal less than 
2,600 miles, is $3.28? 

A. Yes, 

Q. It would appear to me that the Regina 
rate on this agreed charge is about 258 per cent of the 
rate to Vancouver. 

A. Of course, Mr. Doherty, the rate to 
Vancouver is in there because of competition. L don't 
know whether it was import competition or movement by 
water through the Panama Canal, but there is competition 
in there, and the railways met that competition. The 
rate and the revenue from that is making some contri- 
bution to the railway. That is the reason it is in 
there’. If we didn't have that rate in there we 
would lose that contribution. 

Qe I think you wanted to make some con- 
tribution to your variable costs? 

A. Yes. 

Q. So this rate of $1.27 to Vancouver must 
then cover all your variable costs? 

A. tes. 

Q. And it might make some contribution to 
your constant costs? 

A, It does. 

@. Then the Regina rate of $3.28 would 


make some contribution? 
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~ ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Robert Ss er-exX 3603 
(Doherty ) 


A. That is not the point. We can forego 
the traffic, but then the railways do not get any con- 
tribution to their operating costs. It wouldn't 
change tis situation at Regina, Mr. Doherty. The 
ferro-alloys will be moving from some other place 
than Welland into Vancouver. The situation would 
still be the same; we would be losing that contribution. 

Q. I quite appreciate that $3.28 in Regina 
would be a considerable help? 

A. Well, we are in here to get as much 
money as we can for the railway to keep it operating 
efficiently and to prevent any burden on any other 
traffic if we can do it. If we decided we couldn't 
afford to handle that traffic from Welland we would be 
losing that much of a contribution towards our constant 
costs. 

Qe My point is that Regina is making such 
a sizeable share as compared to the other? 

A. No. The fact that we didn't have the 
agreed charge wouldn't change that situation. 

THE CHAIRMAN: What is the commodity? 

MR. DOHERTY: Ferro-alloy. 

Q. Just one other thing I wish to refer to, 
Mr, Roberts. This, apparently, is a movement of 
cigarettes, cigars and snuff from Hamilton going to 
Vancouver. The rate is $3.65 to Vancouver and $4.97 
to Regina. The Regina rate, according to my calcula- 
tion, would be 136 per cent of the Vancouver rate. 

Now, these carload weights are 44,000 in each case. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Roberts, cr-ex 3604 
(Doherty) 


lower rate to Vancouver? 

A. Truck competition. 

4 It is not an export-import position at 
a11? 

Aye e Ho. 

MR. SINCLAIR: Was that Agreed Charge No. 
177? 

MR. DOHERTY: Yes. 

COMMISSIONER ANSCOMB: Mr. Chairman, I wonder 
if I could ask what is the rate on snuff to Victoria? 
MR. DOHERTY: $3.65 to Vancouver. 

THE WITNESS: That agreed charge on the 
cigarettes applies to Winnipeg, Calgary and Vancouver, 
and the rate to Winnipeg, to meet highway competition 
at Winnipeg and Calgary as well as to prevent -- also 
in competition with rates to the United States. The 
rate to Winnipeg is charged by the truckers, and the 
Calgary and Vancouver rate represents combinations to 
the United States. 

MR. FRAWLEY: I think if you check it, Mr. 
Roberts, you will find that the Edmonton rate is the 
agreed charge to Calgary plus a class rate, class 70. 

THE WITNESS: . The agreed charge doesn't 
apply to Edmonton. 

MR. FRAWLEY: No, apparently not. 

THE WITNESS: It does to Calgary. 

MR. DOHERTY: Q. May we look briefly at 
page 11? +;:In the first full paragraph, in the last 
sentence, you say: 


"To enable Canadian producers to meet 
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> ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO Roberts, cr-ex 3605 
(Doherty ) 


foreign competition, the railways frequently make 
competitive rates or agreed charges at the level 
necessary to meet this foreign competition. . ." 

Now, it would seem to me that we must 
recognize that wheat also has a foreign competition 
to meet. Is it not reasonable to suggest that the 
same principle should apply to wheat? I am merely 
wueaest ian that the movement of wheat is where we are 
meeting foreign competition. 

A, Not in Canada. 

Q. It is still foreign competition abroad? 

A. In other countries. Yes, we appreciate 
that, Mr. Doherty, but, at the same time, none of these 
instances you have mentioned here as illustrations is 
in the same beteguey as the statutory rates, which,’ as or 
cost study shows, don't pay their variable costs. 

Q. I think Mr. Mauro was suggesting this 
morning that the statutory rates may be regarded in 
the nature of an agreed charge, the same type of charge 
you would have in meeting foreign competition? 

A. No, we me not party to any contract 
‘involving statutory rates. 

Q. That is a matter of argument. 

MR. SINCLAIR: We will argue it. 

MR. DOHERTY : So will we. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Robert S, Cr-ex 3606 
(Doherty ) 


Q. Can you perhaps briefly explain to me 
what grain now moves under this 8th class, column 30? 

A. Well, I do not know if there is any 
grain moves on that rate -- I cannot answer that ques- 
tion -- at the 8th class rate, but I would say to you 
that it is still possible because of the minimum attache 
to that rate. The ae only, I think, 40,000 
pounds, and there could be carloads of seed grain, 
low weight, bagged in accordance with the seed grain 
regulations, and would only have 40,000 pounds in then, 
and the charges based on the 8th class rate of 40,000 
pounds which would work out lower than your grain 
mileage scale at minimum 80,000 pounds. 

Q. Would you suggest that this might be 
bagged grain? 

A. Seed grain, yes. 

Q. On pages 14 and 15, Mr. Roberts, you 
are speaking of the relationship between the Crow rate. 
On page 14 in the third paragraph you speak of 
finding a relationship between the Crow's Nest rate 
in effect on September 1, 1899 and the then existing 
8th class rates for similar distances. 

| On page 15, second paragraph, you are 
talking about a percentage relationship, and the same 
expression occurs later on in the page. 

I wonder if we might just turn to Exhibit 45, 
page 44, and Appendix B. This is the Crow's Nest 
Agreement. I just thought we might logk at the 
language there together. This is clause 11 of the 
Crow's Nest Agreement, Exhibit 45, page 44, where it 
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* ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO Roberts, cr-ex 3607 
(Doherty ) 


"There shall be a reduction in the company's 
present rates and tolls on grain and flour from 
all points on its main line, branches or connec- 
tions west of Fort William to Fort William and 
Port Arthur and all points east, of 3 cents per 
100 pounds.” 

Now, as I read that, Mp. Roberts, I see no reference 
whatever to relationships. There is nothing there 
that says that the reduction shall be such=and-such so 
that it shall bear a particular relationship to any 
particular class. 

Now, would it -- it seems to me that the 
Federal Government in negotiating the agreement were 
interested in a level of rates, not a relationship? 

A. Well, sir, that is exactly why we used 
the percentage relationship -- to try to get a re- 
lationship to govern at the present time. I mean,it 

 ~is just to get the rates back into what we considered 
to be a just and reasonable level. That was the only 
reason for that. 

Q. I am suggesting it is not the relation- 
ship that is important but the level itself? 

a We think what we have suggested is a 
just and reasonable level . 

Q. But these relationships -- they are also 
disturbed by competitive rates and agreed charges? 

A. Not in the class. rate scale, sir. 

Q. Well, how many commodities would you now 


have that in 1960 bears the same percentage relationship 
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to the rates that they moved on back in 1899? Te 
would be the exceptional case? 

A. Well, we are not suggesting, sir, the 
relationship that existed in 1899. 

Q. But you are trying to bring the Crow 
back to that relationshop? 

A. Ho, 8.1, not to the relationship that 
existed in 1899. 

MR. SINCLAIR: It is 40 per cent. It is 
40 per cent of the 1899; 32 per cent of the 1927. 

MR. DOHERTY: Q. Now, the domestic grain 
rates are spoken of on page 22. As I understand it, 
there had been a 19 per cent increase in the domestic 
grain rates. Is that correct, Mr. Roberts? 

A. Yes, sir, over all. 

Q. What you are suggesting for Crow is 
100 per cent increase? 

A. Well, sir, the question of the domestic 
grain mileage scale is still before the Board of 
Transport Commissioners under the Equalization. It 
is still in a state of flux, 

Q. At the moment the proposed Crow rate 
percentage would be higher than the -- the proposed 
rate roel s be 100 per cent, whereas the domestic rate 
is 90 per cent? 

THE CHAIRMAN: The increase would be more? 

MR. DOHERTY: Yes, the increase. 

THE WITNESS: Well, the increase of 100 per 
cent would be greater percentagewise, but I do not 


think that that is quite a fair statement to make, Mr. 
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Doherty, because, as I say, the grain mileage scale -- 
the domestic grain mileage scale is still before the 
Board for consideration under Equalization. 

Q. That is true, but at the moment it 
would be a higher increase? 

A. At the moment, percentagewise. 

Q. Percentagewise, yes. 

Mr, Roberts, could you for a moment tia cdl gat 
me in what I hope is a rather academic question. | 
Supposing there were no restrictions whatsoever on the 
rate level on the movement of grain, would it be 
reasonable to assume that this might go then to the 
domestic rate level? I hope this is an academic 
question. 

A. I would say it is, sir, very academic. 

Q. If that should occur, would you anticipat 
any loss of volume of traffic? 

MR. SINCLAIR: Mr. Chairman and members of 
the Commission, as far as I know the railways are cer- 
tainly not suggesting that the rates be taken out of 
the control of Parliament, and we are not suggesting 
that the rates -- the levels paid by the farmers -- 
change. Now, we can go on and prophesy --- 

THE CHAIRMAN: That makes the question very 
academic. 

MR. DOHERTY: Yes, Mr. Chairman, I admit 
it is an academic question. 

THE CHAIRMAN: This is not in issue. 

MR. SINCLAIR: Right, sir. 

MR. DOHERTY: Q. Mr. Roberts, on page 23, 
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where you are making comparisons between the American 
line movement and Canadian movement and e¢antres which 
you have used for comparison are, as I see it, in 
North Dakota and in Montana? 

A. Yes, sir. 

Q. it is my understanding that both in 
North Dakota and Montana Spring wheat produced there 
is used entirely on the domestic market. Now, if 
that were so, it would seem that this comparison 
should be with domestic rates. I was wondering if 
you could supply, as an addition to your exhibit, the 
domestic rates that would apply to these mileages? 

A. These are the domestic rates, sir. 

Q. I am thinking of the Canadian domestic 
rates. 

A. Oh! 

Q. I am not asking for it now. I thought 
you might perhaps file this. 

MR. SINCLAIR: So I can understand it -- 
for comparable mileages, you want the Western Canadian 
domestic grain rate? 

MR. DOHERTY: Yes. Yesterday, when Mr. 
Sinclair and Mr. Roberts were discussing this, there 
was a difference of 100 miles. Perhaps I could 
refer to the volume. 

MR. SINCLAIR: The break point is about 
900 miles, and where there is a general equality be- 
tween the American and Canadian domestic rate ~-- we 
will compare these. We will be glad to take the 


approximate mileages and work it out. 
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MR. DOHERTY: That information is given on 
page 3525, Volume 24, when you and Mr. Roberts were 
discussing the break point. I was interested in the 
exact mileage rates for each of the points. 

MR, SINCLAIR: Do you want those eastbound 
and westbound? 

MR. DOHERTY: Yes, please. 

MR. SINCLAIR: We will undertake to do that 
and file it as an exhibit later. 

MR. DOHERTY: Thank you, Mr. Roberts. 

THE CHAIRMAN: Mr. Dickson? 


CROSS-EXAMINATION BY MR. DICKSON: 
Q. Thank you Mr. Chairman. 
Mr. Roberts, prior to the luncheon adjourn- 
ment there was some discussion about the stencilling 
on cars,arising out of a question of Mr. Commissioner 
Balch, and I understand that in response to a request 
made you were in touch with your Montreal Office 
during the luncheon adjournment and you were advised 
that the stencilling used on cars prior to July 1959 
read as follows: 
"To be used exclusively for newsprint, 
paper, flour and sugar, or high class mer- 
chandise." 
Is that correct? 

A, That is correct. 

Q. And since July 1959 the following stencilling 
is used: 


"This car for clean loading only." 
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I presume it does not change the effect of the original 
stencil, but it is somewhat briefer? 

A. That is true, but it is still a grade 
of car -- a good type of car required for the movement. 

Q. And it is used for grain and these 
other products mentioned? 

A. That is right. 

Q. Iam going to be brief, Mr. Roberts. 
There are one or two questions I would like to ask you 
on the matter of domestic movement. 

A. Yes, sir. 

Q. You indicated yesterday that the Duluth 
rate for distances under 900 miles was left on the 
Canadian domestic rate? 

A. That is correct, yes. 

Q. And you gave me the impression -- I 
think you intended to give éné impression that you 
believe that this Duluth rate was a profitable rate? 

A. Yes,sir. 

Q. On a satisfactory level? 

A. Yes, sir. 

Q. Which would indicate that the domestic 
rates. in Canada are profitable rates? 

A. That is correct. 

Q. very profitable? 

A. Our rate reflects the conditions in each 
country. | 

Q. And they met the variable costs? 

A. Yes. 


Q. And the constant costs? 
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A. Yes, sir. 

Q. And something more, perhaps? 

A. I do not know about that; I would not 
say about that. They mest the constant costs, anyway, 
Mr. Dickson. 

Q. Now, in this memorandum of yours you 
have excluded any consideration of movement at domestic 
rates; is that correct? 

A. That isvcorrect, sir. 

Q. And am I right in believing that, 
similarly, on the other memoranda that have been pre- 
pared, movements at domestic rates have not been taken 
into account? 

A. They have not. 

Q. So that all this pile of material -- the 
hundreds of pages -- takes into account only a portion 
of the_movement of grain and grain products? 

A. Well, that is correct, Mr. Dickson. It 
covers about 95 per cent of the movement, though. 

Q. We will come to that, Mr. Roberts. 

It is correct that this material deals with 
what you allege to be unprofitable grain and grain 
products movements? 

| A. That is correct. 

Q. And ignores the movement of grain and 
grain products which you admit to be profitable? 

A. Well, the domestic grain rates are 
approaching a fair and reasonable level. 

Q. Well, they are a very reasonable level, 


aren't they? 
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A. They are still under consideration be- 
fore the Board under Equalization. 

Q. But they are above what you are asking 
for export grain? 

A. That is correct, sir. 

Q. Can you say the rate you are asking for 
exports meets the variable cost at 100 per cent of 
constant cost? 

A. Yes, sir. 

Q. And the domestic rates do that, plus 
something? 

A, The constant cost? 

Q. Yes? 

A. I would say they are about constant cost, 
yes. 

Q. Do you feel that is reasonably fair to 
the western farmer to cost the unprofitable part of 
his grain product movement, as you have done, and ignore 
the profitable part? 

A. Well, the statutory grain, Mr. Dickson, 
very definitely does not meet the cost of hauling it, 1 
nor does it --- 

Q. Assuming that is correct, that is yet 
to be established -- assuming that is correct, I ask 
you again, is it fair in considering the overall moe- 
ment of grain and grain prodticts to look at the 
unprofitable movments and say we are not taking into 
our accounting or cost figures or comparative figures 
or all this material those movements of grain and 


grain products which are profitable? 
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A. Well, Mr. Dickson, you are dealing 
with two different types of movement. I appreciate 
it is the same commodity. 

Q. You are dealing with a farmer's commodity, 
aren't you? 

A. Yes, but they are two different types 
of movement, sir. 

| Q. That is quite apparent. 

Now, in your costing, and you may not be 
able to answer me -- this is maybe a question for the 
costing people -- but have you attributed any part of 
the constant cost of this so-called plant that is patie 
to movement at domestic rates? 

A. I am sorry, sir. 

Q. You were charging to statutory rate | 

grain a certain amount of cost in your costing study? 

A. Yes, sir. 

Q. And yow are charging that statutory 
grain with certain capital costs, certain running 
costs, as it were, operating costs, variable costs? 

A. Yes, sir, that is right. 

Q. When you came to charge up the costs of 
that plant, was a portion of it charged to the grain 
moving at domestic rates or was it all charged to 
grain moving at statutory rates? 

A. 7 cannot answer that question, sir. 

Q. What is the approximate volume of grain 
per year which moves at domestic rates from Western 
Canada, ton miles? 


MR. SINCLAIR: Maybe you would like to go 
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4 ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Robert 8S, cr-ex 3616 
(Dickson) 


on from there, Mr. Dickson, 

MR. DICKSON: Q. There is one other figure 
I would like, Mr. Roberts, and that is a similar figure 
for. Eastern Canada movement at domestic rates in 
Eastern Canada. 

MR. SINCLAIR: I do not know that we would 
. have that ton miles, but we will look. If we have not 
got ton miles, would tons do? 

MR, DICKSON: Well, if that is ---- 

MR. SINCLAIR: You want them as a ratio, I 


take it? 
MR. DICKSON: I prefer it ton miles. 
MR. SINCLAIR: Maybe if we get tons to tons? 
THE CHAIRMAN: You want the percentage, 
anyway? 
| MR. SINCLAIR: Tons to tons, or tons to ton 
miles? eho 
MR. DICKSON: Well, both, if you have it. 
MR. SINCLAIR: Well, we will look. 
MR. DICKSON: Q. Just. one final question 
on this. 


After giving effect to all specific commodity 
movements, agreed charges, and the like, is the overall 
level of domestic rates for grain movement in Eastern 
Canada higher or lower than that in Western Canada? 

A. They are higher. The rates themselves? 

Q. After giving effect to agreed charges? 

A, Yes, sir, they are higher. 

Q. And specific commodity rate?. 


A. That is correct, sir. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Roberts, cr=-ex 3617 
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Q. You haw costed this? 


A. You are speaking of rates; not cost.. 
MR. SINCLAIR: You said rates. 

MR. DICKSON: Q. Well, your answer is that 
it is higher in the east for domestic rate movements? 
A. The rates are ona higher level, sir. 
Q. But giving effect to competitive rates 
. and agreed charges? 


A. That is correct, sir. 


(Page 3620 follows) 
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“ ANGUS, STONEHOUSE & CO. LTD. Roberts, cr. ex. 3620 


TORONTO. ONTARIO (Dickson) 
1 
2 Q. At the bottom of page 19 of your 
3 memorandum, Mr. Roberts, you seek to establish the 
4 principle that a just and reasonable level of rates 
5 for export grain must meet total cost, is that 
6 right? 
A. Because it is the basic traffic of the 
; plant. | | 
: Q. Because it is the basic traffic of 
9 the plant? 
10 im” ‘Yee, 
11 Q. And now, in the earlier part of your 
12 memorandum, the first four pages, you detail under 


13 the heading of "Principles of Railway Rate Making" 


the various principles, and you conclude at the 


14 
: bottom of page 3, "hese are the basic principles 
1 
and considerations from which the freight rate 
16 
structure has evolved". 
17 


Is there anything in that statement of 
18 principles with reference to this other principle 
19 which you are suggesting, that traffic basic to the 


20 plant should bear total cost. 


1 A. It follows, in my opinion, Mr. Dickson, 
99 from the size of the traffic you are handling and 
the work you perform, and this particular segment 
- of traffic, the export grain in western Canada 
ce constitutes 40 per cent of your work, 40 per cent 
25 


of the work performed in that plant. That is a 
26 unique situation in my estimation. 
27 Q. Is it a basic principle of rate 
28 making, or is it not? 
29 


30 
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(Dickson) 


A. Well, it must be in order for you to 
be able to operate your plant efficiently; that is, 
that the basic products of your plant returns your 
cost. 

Q. But it is unique? 

A. It is unique ie size. 

Q. Well then, do you accept this principle 
which you mentioned on page 3, that traffic must | 
make some fair contribution to constant costs, or 
do you reject that principle and adopt this principle, 
that because it is basic that something else happens. 

A. In certain circumstances, sir, yes; 
we accept a fair contribution for constant costs. 

Q. You are varying for this movement 
what you have stated as a basic principle? 

A. That is right. 

Q. Mr. Roberts, has the percentage of 
grain movement in relation to other movements 
increased or declined through the years? 

A. It varies, of course, but I couldn't 
answer that question. 

Q. What was it in 1899, what percentage 
of your western movement was represented by grain? 

A. I don't know, sir, I don't have 
those figures. You mean in respect to service 
performed, Mr. Dickson? 

Q. Yes? 

A. I Couldn't answer that question, Mr. 
Dickson. 

Q. Well, is it not fair to say that, say, 
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“ ANGUS. STONEHOUSE & co. LTO. Roberts, cr. eX. 3622 
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in the last twenty or thirty years, the amount of 
Service performed with respect to grain in relation 
to the service performed with respect to the other 
traffic has declined, percentage-wise? 

A. Well, the movement of grain in 
western Canada, it has varied over the years, but 
it is fairly constant. 

Q. The trend is downward, though, isn't 
it? 

A. In the production? 

Q. Yes, the percentage of grain service 
performed in relation to other services performed 
has been downward? I suggest to you that in 1899 
it was 60 per cent and that the material you filed 
here would indicate at the present time it is 40 
per cent? 

A. I don't know, sir. 

Q. Now, Mr. Roberts, what do you mean by 
the word "plant" when you say "basic to the plant"; 
what do you mean by the word "plant"?. 

A. Well, these are the branch line 
gathering systems that are maintained in western 
Canada; they are the tracks which are at Transcona, 
for example, which are held for the cars waiting 
for unloading into the movement to the Lakehead, 
and at the Lakehead itself. Those are all part of 
the system of the plants. 

Q. Those are all the tracks at Transcona? 

A. No, not all the tracks. 


Q. Part of the Transcona ones? 
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A. Yes. 

Q. Is it all the branch lines in Canada? 

A. Well I think that the cost study showed 
there were about 28 hundred miles of branch lines. 

Qe It is part of your branch lines? 

A. Yes. 

Q. And it is only part of Canada. In 
other words, the branch lines are located - are those 
in the western part of Canada? 

A. That is right. 

Q. Do you operate the west as a separate 
entity from the east, or part of your whole system 
as one. 

A. Well, it is operated as one, but we 
like to see each portion of it at least carry its 
fair share of cost. 

Q. It is all under the same company? 

A. Yes. 

Q. The same officers at the top? 

A. That is right. 

Q. Do you publish any financial statements 
as to the western operations contrasted with the 
eastern operations? 

A. No sir. 

Q. Not recently? 

A. No. 

Q. So, when we talk about plant we are 
talking about part of the branch lines and part of 
Canada and part of the main line, a percentage of 


the main line and part of the yards at Transcona, is 
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that what we are discussing? 
A. It is the total plant. 
Qe You call that a plant? 
A. The total plant. 
Qe The plant of the Canadian Pacific 
Railway? 
As That is right. 
Q. Or the plant of who? 
A. Well, the 40 per cent is the plant 
in western Canada and the 26 per cent is th total 
plant. 
Q. Would it be possible for you to 
prepare a plan showing the lines which you are 
regarding as the plant for the purposes of this 
exercise. 
A. I don't know if that would be 
available, sir. 
Qe If you did, you would have to show 
it, I presume, in varying percentages of use, too. 
A. Well, I think that would be something 
that a cost man could probably answer better than I 
could. 
Q. And you would end up with a pretty funny 
looking thing? 
A. I don't know what the result would be. 
Qe And yet you are prepared to say that 
is the plant of the Canadian Pacific Railway for the 
purposes of this Commission? 
A. How do you mean that, sir? 


Q. You are talking about basic to the plant? 
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A. Yes, basic to the plant. 

Q. You are interpreting "plant" as meaning 
a@ certain portion of branch lines, certain branch 
lines in a certain area, your portion of your main 
line, a portion of your main yards; all of that you 
are masculating to form what you call a plant. 

A. Well, sir, the plant would be covered 
by the cost study. 

Q. Have you ever used this word "plant" 
in this sense before? ..[f. you said the words "our 
plant" to somebody within your own company would 
they know you wens talking about what we are talking 
about? 

A. I would say so, yes sir, the railway 
plant. 

Q. By the railway plant you would mean 
the grain plant? 

A. No, no, sir. 

Q. I am asking you is this the accepted 
term, "plant", I mean, this particular - I can think 
of several words which I don't want to use. 

MR. SINCLAIR: Go ahead. 

MR. DICKSON:  Q. This particular grain 
plant; if you say to somebody who is familiar with 
what we are talking about, an employee of the C.P.R., 
that you must go look at the plant, would he know 
what you were going to eat 

| A. The railway plant; it is a term, Mr. 
Dickson, to describe your operations. 


Q. Sure, your overall operations, not just 
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a little bit here and a little bit there. 

A. It is the railway. 

Qe Sure. And now, on page 22, Mr. Roberts, 
about one-third of the way down the page, you say, 


"Since 1952, the general increases by the 
Board have been applied to these domestic 
grain rates and the cumulative total 
amounts to 90 per cent... and it is 
anticipated that a further upward adjustment 
should result.” | 
Do you see that? 
A. Yes. | 
Q. ‘I may be stealing Mr. Frawley's thunder 
but is this domestic traffic included in this 35 
per cent shown on Exhibit 80, which has been bearing 
73.3 per cent of the freight cost? 
A. YeOSs 
Qe You would call that non-competitive 
traffic? 
A. That is right, pee in the "all over" 
traffic. ‘ 
Qe And now, there was reference made 
this morning, Mr. Roberts, to a price of wheat, 
and this I am sure Commissioner Frawley knows more--- 
about than we do, but these figures that were given, 
I assume, would be the No. 1 northern price. 
Assuming that is No. 1, it appears to be, then the 
price of other movements, the other grades would be 
downward from what these prices mentioned this 


morning were. 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Roberts, cr. eX. 3627 
(Dickson) 
1 
: A. That is right. 
3 Q. Down from the six grades and then into 


4 the feeds, and what have you. 
5 A. Whatever the prices. were. 


Qe And the movement of No. 1 northern 


is perhaps less than 2 per cent of the overall? 

A. I don't sib what the movement of 
No. 1 was, it probably fluctuates from year to year, 
Mr. Dickson. | 

Q. We have some figures which you may 
wish to check which indicate that a five year average -- 

MR. SINCLAIR: We will accept the figures from 

Mr. Dickson on those matters; we will not check 

them, we will accept them. 

MR. DICKSON: @. The last year movement 
of those different grades was very similar to the 
five year average, and the No. 1 northern - there was 
1.8 per cent moved as No. 1 northern; 31.9 as No. 2 
and 27.5 as No. 3 and so on; and it would also be 
true, t suppose, that some of this grain being 
mentioned as moving, would be other types of grain, 
oats, barley, rye. 

Ae That is right. 

Qe Which would be priced below the wheat 
price, 

A. In accordance with what the market 
showed. 

Q. Your grain rates for these other 
lower prices would be still so many cents per 100 


lbs. 
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ANGUS, STONEHOUSE & CO. LTD. 
ne TORONTO, ONTARIO mae a Xe 3628 


A. The same rate applies to all grains, 
Qe And to all grades? 
A. Yes sir. 
MR. DICKSON: That is all, thank you. 
| THE CHAIRMAN: Mr. Frawley, I think we 


may as well break now. 


-~--Short recess. 


(Page 3635 follows) 
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“ ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO Roberts, cr-ex 3635 
(Frawley ) 


Q. Mr. Roberts, would you look at page 4 
of your precis at the top of the page, and at the bottom 
of page 3 you say: 

"This strueture .. ." 

That is the freight rate structure... 
as - . has contributed to the growth of in- 
dustry in Canada, even though the setacture 
has been distorted by the fact that grain 
and grain products moving to export positions 
in Western Canada are transported at rates 
which do not reflect the principles of rate- 
making because they have remained at the 
level fixed by statute many years ago." 

So, Mr. Roberts, you are not asserting, 
assuming that the grain rate situation, grain rate 
level is a distortion -- assume that for the sake of 
argument; that still has to be proved, as Mr. Doherty 
said a moment ago -- assuming that, you are not sug- 
gesting that is the only distortion in the freight rate 
structure, are you? 

A. Lem, ste. 

Q@. I call your attention to page 88 of the 
Lessard Study, which was one of the studies on Canada's 
Economic Prospects, and I read this under the subtitle 
"Railway Rates," page 88. You haven't got a copy of 
that? 

A. No. 

Q. "Because of the cost structure of the 

industry and the wide differences in the value 


of service to shippers, railways have employed 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Robert S, cr-ex 3636 
(Frawley ) 


an extreme form of differential charges, ranging 
from ad low as 0.5 cents a ton mile to as high 
as 20 cents per ton mile." 
This is "Transportation in Canada," the Lessard Study. 
Will you look at page 88? 

Now, you see where I am reading, the paragraph 
beginning: "Because of the cost structure. . ."? 
Carrying on with that paragraph: 

"Minimum rates have been based on long- 

run out-of-pocket costs and maximum rates on 
the value of the porencos to the shipper. 
Stating the principle in another way, the 
industry's overhead costs have been collected 
unequally from different types of traffic in 
accordance with the demand for railway ser- 
vice." 

yi put it to you that that is one of the things which 

is causing an imbalance in the Canadian freight rate 

structure? 

A. No, I would say that the other rates whic 
are in the freight rate structure reflect the rates 
necessary to move the traffic. 

Q. Have you got a copy of Exhibit 52, the 
Statement B used in the 17% Case? When you look at 
Exhibit 52 and when you went before the Board, the 
Transport Board, for an increase to enable you to 
pay your wage award, and for no other reason, you 
had to admit to the Board that you had to take 73 per 
cent of that increase from 32 per cent of the revenue, 


and that revenue was the class rates and the non- 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Robert 8S, CPrP-@x 3637 
(Frawley ) 


competitive commodity rates, and I still put it to 
you that if that didn't show and demonstrate the 
serious situation in the Canadian freight rate struc- 
ture? 

A. No, I don't think that is correct. That 
comparison is not correct, the comparison that you are 
saying that we get 73.53 per cent of the total in- 
crease from 32.03 per cent of the revenue. IL don't 
think that is a correct statement. You have traffic 
moving at international an overhead rates from which 
we have obtained. the increases authorized by the 
Interstate Commerce Commission and our own Board of 
Transport Commissioners over the years. 

Q. And from which you did not get one cent 
to enable you to pay the wage award which immediately 
preceded the 17% Case? 

| A. We had increases before that. 

Q. Did you get any part of the moneys that 
you needed and were reflected in that 17% increase, 
did you get any portion of that from the Canadian 
division of the International rates? 

A. No, because they had been subjected to 
increases authorized by the Interstate Commerce Com- 
mission. As a matterosof fact, Mr. Frawley, I think 
that the proper -- as I said to you, the proper com- 
parison is eliminating the international and overhead 
traffic from revenues. Our revenues, sir, doing 
that, would have represented the total, then taking 
off the international overhead of 141.1 million, the 
total would have been $335.3 million. Now, the 
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¥ ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Robert S, cr-ex 3638 
(Frawley ) 


through traffic in that exhibit represents 45.51 per 
cent of the total. 

Q. Does Exhibit 52 faithfully reflect 
Canadian Pacific Exhibit 22 in the 17% Case? 

A. Yes, it does, and which exhibit shows 
that United States increases were applied to the 
international import and export and related rates, 

Q. And which exhibit shows that no part of 
the increased wage bill was going to be met from the 
Canadian portion of the international rates? 

A. That is correct. 

Q. And when I say the Canadian portion, I 
am only talking about the Canadian portion or the 
Canadian division of the international rate, When 
you say it takes United States increases, it takes 
increases which reflect the needs of the economy of 
the United States? 

A. As far as we are concerned, in order to 
get our traffic into the United States, it reflects 
those needs, the needs of our producers. 

Q. That is as far as you are concerned, 
but as far as the shipper is concerned, if we are on 
the Canadian end of a movement of citrus fruits from 
Florida to Alberta , the Canadian portion is from 
Coutts or Northgate into Edmonton? 

A, Yes, 

Q. And the money you get is called a division 

A. that 18 correct. 

Q. And I am putting it to you that the only 
time that that rate which we are paying you to bring the 
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‘5 ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Roberts, cr-ex 3639 


(Frawley ) 


eitrus fruits from Florida to Edmonton is increased 
is to reflect higher wages, higher material costs in 
the United States? 

A. Otherwise the traffic wouldn't move. 
Mr. Frawley, the same situation applies in the reverse 
direction, in the lumber from British Columbia, fruit 
from British Columbia, salt cake. 

Q. And all I am talking about is the 

imbalance in the Canadian freight rate structure. 
If you turn to page 5 of your precis, you are compar- 
ing the refrigerators and the gravel. My friend Mr. 
Evans used to compare boots and shoes and the gravel. 
It is the same thing, isn't it? 

A, Yea, 

Q. On page 5 you say the refrigerator is 
something which can take a higher rate and still get 
into the market. So to some extent the refrigerator 
rates are subsidizing the gravel rates? 

A, Well, it was what would move the traffic. 
We make money on the gravel rates, too. 

Q. You are not making full costs in moving 
your gravel? 

A. I don't know about that. 

Q. I suggest to you if you look at the rates 
and you test them with the test you put on the Crow's 
Nest rates, full costs, I challenge you to find that 
your sand and gravel are moving at fully distributed 
costs. Do you think they are, really? 

A. In some instances, yes. 


Q. But the refrigerators are moving and 
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* ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Roberts, cr-ex 3640 
(Frawley ) 
in some instances not, as to the gravel. In some 


instances the gravel is not making fully distributed 
costs? (3 

A, That is true; but they are making a 
contribution, otherwise it would inhibit the movement 
and we would lose that. 

Q. You want your variable costs plus some- 
thing; you want your variable costs and your constant 
costs; you want one hundred per cent of your full costs? 

A. Yes, 

Q. And that should be a starting place for 
our discussion at least, perhaps for discussion of the 
work before the Commission, because there are many rates 
Where you can't, in the proper operation of the railway, 
get back full costs? 

A. We get what we can to move the traffic. 

Q. And if you get something over the variable 
cost you say that is a contribution, that is something 
you will put a rate in on that basis? 

A. We get a contribution. 

Q. But you do not seek the full costs to 
establish a rate? 

A. Well, then, you inhibit the movement. 

Q. There is an internal subsidization in 
the freight rate structure today? 

A. The rates that are in there, Mr. Frawley, 
are in there to move the traffic, to have the maximum 
utilization of the railway. 

Q. There is what is called rate discrimina- 


tion in the freight rate structure? 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Roberts, Ccr-@e@xX 3641 
(Frawley ) 


A. In order to move the traffic. I don't 
know that. it is rate discrimination. It is the rate 
that is necessary to move the traffic. 

Q. I don't think that is a bad word in the 
sense that we sometimes talk about unjust and unreason- 
able. 

A. It is pricing necessary to move the 
traffic. 

Q. And the higher rate of traffic where you 
are getting many times your cost, that is what makes 
.the low rate traffic move where you can't get your fully 
distributed costs? 

A. Which pays the rate that is necessary 
to move it. 

Q. Let me read to you again what Mr. Lessard! 
Study says, the same pages, 88 and 89. He reads there 
at the bottom of page 88 from the position you took 
before Mr. Justice .Sloan, your company took before Mr. 
Justice Sloan in 1952, and let me read that paragraph, 
because you have to read the whole paragraph to get 
the whole sense of it. 

"Individual rates for railway transportation, 
therefore, have had very little relationship to 
the cost of performing individual services. 

Only in the sum total of revenues and expenses 
do rates and costs bear a reasonable relation- 
ship to each other. But total railway costs 
must be covered by total revenues; therefore 
it follows that if the rates for certain ser- 


vices are less than full costs, the rates for 
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other services must be above such costs; hence 
the practice which is generally referred to 

as internal subsidization. The result is that 
a disproportionately large segment of railway 
overhead cost is being recovered from high rated 
commodities which are a small proportion of 

the total railway freight traffic. For 
example, the C.P.R. stated before Mr. Justice 
Sloan that in 1952, 85 per cent of its over- 
head costs were recovered from 30 per cent of 
its traffic." 

You, of course, will agree that Mr. Lessard 
is only recording the information you placed before Mr. 
Justice Sloan? 

A. This is the statement. 

Q. Would you have any idea what those figures 
would be as of 1959, 85 per cent of the overhead costs 
from 30 per cent of the traffic? 

A.» No, ‘sir. 

Q. You wouldn't have any idea of that? 

A. No. 

Q. Have you a figure for 1958? 

A. No, sir. 

Q. For 1957? 

A. io, sir, 

Q. It wouldn't be any better than 1952? 

A I wouldn't be able to say, Mr. Frawley. 

Q. And that is the same kind of picture that 
Exhibit 52 discloses when you come into a revenue case? 


A. No, it wouldn't, because you have the 
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international overhead in there, and also you have the 
statutory and related rates on grain traffic from which 
you don't get any increase. 

Q. The fact that you can't get any part of 
your increase to Canadian costs from the Canadian 
division of the international rate, you say that isn't 
contributing to the imbalance in the freight rate 
structure? 

A. The increases we get in international 
rates are always contributing to our costs; they must 
make some contribution. 

Q. There is a great degree of disparity 
in the Canadian freight rate structure? | 
| A. The grain rate is the only one. 

Q. Let's look at something ---- 

MR. SINCLAIR: Mr. Chairman, if it will 
assist on behalf of Canadian Pacific we will admit right 
now that there are differential prices, that if Mr. 
Frawley wants to call it internal subsidization, we 
will admit that. We will also admit the words "cross-~- 
subsidization" within the rate structure; we will also 
admit there are varying contributions to overheads. 

MR. FRAWLEY: It always looks better if 
you get a few illustrations in to dress it up and make 
a point. 

Q. Mr. Roberts, would you look at the 
Exhibit 86 which I have shown you, and let's look at 
some of those rates. Look at page 4 and look at 
aluminum gas meters from Milton, Ontario, to Edmonton. 


I am only asking you to answer me on the basis that the 
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rates quoted here are correct. Aluminum gas meters 
move from Milton, Ontario, to Edmonton at $6.48, and 
they return you a ton-mile revenue of 6.285 cents, and 
you will notice that is a straight class rate. 

A. Yes, 20,000 pounds. 

Q. That is certainly a value of service? 

A. I don't know how many carloads would 
move at that time. 

Q. After all, we are all in the gas business 
to some extent and we, I suppose, need gas meters? 

A. Yes. 

Q. And we move them from Milton, Ontario. 
That is a nice neighbourly thing, I suppose? 

A. That is right. 

Q. And that is the first step in internal 
subsidization, I put it to you? 

A. That is right. 

Q. And then we jump over to page 7 and look 
at the zinc bullion moving from Flin Flon, Manitoba, 
to Quebec City. 

MR. SINCLAIR: C.N.R. 

MR. FRAWLEY: Qe Let's look at the rates 
because, after all, you are sharing the business with 
Canadian National. 

MR. SINCLAIR: I wish we were. 

MR. FRAWLEY: No, not that rate. 

Q. Look at that, Mr. Roberts, and you will 
find that that zine bullion moves from Flin Flon with 
a return to Canadian National of 93 tenths of a cent, 


94 mills per ton mile? 
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A. That is right, for a distance of 2,077 
miles. 

Q. That is right. 

A. Which is about double what) we get from 
thé Crow's Nest rates at the present time. 

| Q. If we stay here for two weeks, every 
time you get a chance you will tell me about the Crow's 
Nest rates, and I expect that. But I would like to take 
you back to the aluminum gas meters, and I suggest, 
having got that 6 cents per ton mile then you are able 
to send off the zinc bullion to Quebec at 94-tenths of 
a cent? 

A. I think each one moves at the rate that. 
ile necessary to move the traffic. 

Q. I don't think you are charging any more 
or less than you have to in every case, but that is 
the Canadian freight rate structure? 

A, Yes. 

Q. But all you think is wrong with it is 
just give us some more money, say you, to the Canadian 
Government? 

A. The other rates reflect the condition 
to move the traffic. We edo not talking about the 
same thing ---- 

Q. I am not suggesting anything to the 
contrary. Let's look at some other rates that,openate 
very nicely on a ton mile basis,and look at page 4 
for steel sink cabinets moving from North Portal, 
Saskatchewan, the origin being Canton, Ohio, and that 


rate is 8.2 cents per ton mile? 


a eee 
i eee 


| 

i Bocedeessons 
Rs <li aie i ipod dala 
lextaz ov eatl bivow E su ‘ut oe ene et | 
| daguywe Tons yanedem aay auminute ed? of oad voy 
olde s¥s voy aedd oftm mod t9q edaoo 3, tedd tog satvad © 
| 
) 
. 
| 
| 
| 


to addmed-80 ts oedenp of mo ti fad only any ‘to hnee ole 
ar : , 7 w .. Thaeo a 
ged ster edd ts sevon eno dose aintdd I. oA. a 0% 
oft eat edd evom o¢ yrsescsea et 
ofom Yas Zrigrado ote voy sinidt~d'mob.I | 
et ded? dud .oaso yreve mt o¢ ovad woy asda eael to 
i comtourda stem tigtert asthsasd ont 
-eeY 5A 
| eb tht sitiw ga0ew ef antdd poy Lfe do Bee oe = 
| intbanin® ort ov .MwOY Yee .yotom Som om0R ax eva. tent 
yf ineerereR 
noltibnos «ods — sodst tedvo sat .sA 
| ont tueds saities tom ese sW 8 =6,oftisid srt ovomo¢ | 
| (octee petdtomee 
| edt of seeds gatdeoggua ton ms I 40 
| stsieqo. jadt sedaz asdio emos Ja Mool.a'tal, .yrsisdmeo 
| \ egaq ts xool bas,atesd oftm aot # ao yLeota yrev 
sdro% digo moxt gatvom atoatdso aata,Leete. 10% 


‘edd Bas .ofd0 ,~otne) gated atatzo,ed? .mswedotedes® 
ToLtm aod.19eq atnoo. §.8 eh eset 


< 
ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Roberts, cr-ex 3646 
(Frawley ) 


: That is right. 
é And that also is a straight class rate? 
: Yes, with a minimum of 14,000 pounds. 


A 
Q 
A 
Q. The highest rate in the book? 
A. Fourteen thousand pounds. 

Q No higher rate? 

A, That is right. 

Q. And the electric ranges move from 
Mayfield, Kentucky, via North Portal, when it gets to 
the border you then assess a full class rate on that? 

A. That is correct, in that instance. 

Q. There is an interesting situation there 
Which the Commission might be interested in: a new rate 
starts at the border? 

A. In some instances. 

Q. Well, on this one right there? 

A. In this case, yes. 

Q. Although the electric range originated 
in Mayfield, Kentucky, and required a good deal of 
transportation before it got to the border at 
Saskatchewan, that transportation was completely 
ignored and you started a new rate with a new rate 
of taper at North Portal and ran it through on the 
class rate basis? 

A. That is the way to move the traffic. 

Q. Yes, of course, that is the way to move 
the traffic. It was regarded as if it was manufactured 
in North Portal, Saskatchewan? 

A. That is right. 


Q. It was treated under the class rate 
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structure that we now have to contend with. It was 
treated as if it originated there, and then you made a 
brand new start at Mile One at North Portal, Saskatche- 
wan? 

A. They took the rate from North Portal, 
Saskatchewan, whatever the rate might be. 

Q. And that is exactly the way agricultural 
machinery moves from the American origins? 

A. I believe there are some through rates. 

Q. Just lately, but for a long time I put 
it to you that the rates on farm machinery coming in 
from American origins moved on a commodity rate to the 
border and on a fullelass rate from the border points? 

A. That is right. 

Q.. And to that extent it would be quite 
comparable to the items on page 4 of this exhibit, the 
steel sink cabinets, originating at Canton, Ohio, the 
electric ranges originating at Mayfield, Kentucky, 
and then there is another item of refrigerators from 
Connersville, Indiana, and Greenville, Michigan? 

A. I don't know at the present time. x 
understand there are commodity rates into Western Canada 
on agricultural implements. 

Q. And, as a matter of fact, in due course 
of time there may be competitive rates? 

A. It may be, sir. 

Q. And after you have a competitive rate 
and you have displaced the class rate on agricultural 
implements and you substitute an agreed charge or com- 


petitive rate, then you will not be able to put any 
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horizontal percentage increase which the Board may 
grant you on later occasions? 

A. No, sir, you are not correct in that 
statement. 

Q. No? 

A. No, we would apply an increase. 

Q. You would apply an increase? 

A. Yes, etal I don't know if we would have 
an agreed charge from the border, but certainly on the 
competitive rate we would apply the increase. 

Q. And it would remain there just as long as 
the force of competition allowed you to leave it there? 

A. If we were forced we would take it off. 

Q. I am challenging your suggestion that 
you put your horizontal percentage increases authorized 
by the Board, you put those on the competitive rate? 

A, We do, sir. 

Q. I put it to you that many times you have 
put them on and within a week or two weeks there has 
been sufficient attrition and you have had to take them 
off? 

A. We have to move according to the com- 
petitive positions, Mr. Frawley. 

Q. I don't think you are not a good railway 
operator, with all deference to my friends in the 
Canadian National. I think you and Mr. Edsforth are 
excellent traffic executives, and I am quite certain 
you are not failing to put an increase on whenever you 
can. But the force of competition factors are such 


that sometimes you have planned to put an increase on 
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a competitive rate and find you cannot put it on? 

A. Well, not planned to. If the com- 
petition necessitates us taking any part of it off, 
we are forced to do it. 

Q. But sometimes you intend to put it on, 
and when you are getting to the point where the com- 
petition situation is such, you just skip it? 

A. On occasions, yes. 

Q. On occasions: I knew you would agree 
with that. I would like you to look at two or three 
more, and there is no point in looking at them all. I 
would just like you to look at two or three more of 
these rates on Exhibit 86, and I will ask you to look 
on the last page, page 11, and I would like you to look 
at the rate on grain for export from Port Arthur to 
Halifax, which returns you .632, and if I recall, your 
Crow's Nest export rates return you about .5a We 
used to hear for years it was .5; it is somewhere 
in that order. 

A. For 1700 miles, I think it would be 
less than .5. Yes, it would be. 

Q. It was a little less than that, but it 
is in that area? | 

A. That is correct. 

Q. Now, there is no statutory compulsion 
here to keep that rate to the point where it only 
returns you .632 cents. There is just the equally 
strong compulsion of economic conditions and the desire 
to foster the Canadian ports? 


A. Well, that is true in so far as the export 
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rates on grain are concerned, but I don't believe we 
handle ---- 

MR. SINCLAIR: Port Arthur to Halifax -- 
that is C.N.R. We can't even get in on that. 

MR. FRAWLEY: You would like some of that 
business? 

MR, SINCLAIR: It all depends how much it 
costs us. 

MR. FRAWLEY: Oh, no; it all depends on what 
you have to take for it. 

THE WITNESS: I don't think we have a route 
to Halifax. 

MR. FRAWLEY: Q. Well, you run into Halifax 
ever the D.A.R.? 

A. Yes, in great bulk. 

Q. Is the Canadian National the only people 
who get anything into Halifax? It may be so; I don't 
know. 

A, Well, the export grain Canadian Pacific 
normally handles to West Saint John. 

Q. Would you say the same thing about the 
rate on barley, corn, oats, rye, wheat, flour from 
Port Colborne to Halifax which returns you again .655 
cents? 

A. Well, again, that is Canadian National. 

Q@. Yes, that is true, but if you could get 
in there you would carry it at that same rate? 

A. Well, if we had had a line we probably 
would have had the rate all right. These rates, 


as we have said -- we have taken a good look at these 
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export grain rates in Eastern Canada. 

Q. I wonder how many times, standing in 
that box, you have told me and others, "We are looking a 
them. We are certainly looking at these low rates"? 
That has been a pretty continuous attitude on your 
part, hasn't it -- a truthful one? 

A. I think you will find when we make state- 
ments like that, we have carried out our promises. 

Q. I will put it this way: You meant 
you were looking at them, but, notwithstanding all the 
looking, you still have to carry it to Halifax for 
just something of the Crow order; that is so, isn't 
it? 

A. We don't know; we don't have to. 

Q. As a matter of fact, if you had a 
route in, as my friend Mr. Sinclair says you don't -- 
but if you tell me you had a line in there you would 
carry it? 

A. If we had the line in yYSars ago we 
would have had the traffic. 

Q. I suggest that if you had a line in 
there you would have had your rate solicitors out 
there asking for the business? 

A. We are talking about something theoreti- 
cal, Mr. Frawley. Let's deal with the traffic we 
are handling to West Saint John. 

Q. Have you a service to Port Colborne, 
Ontario? 

A. No, G.N.R. The T. H. & B., but 
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TORONTO. ONTARIO Roberts Ccr-ex 3652 
(Frawley) 
Q. We don't have any interest in T. H. & B.? 


Q. 


No. 


If it was offered to you at Port Colborne 


to take to Halifax, would you say: "No, we are not going 


to take it? 


A. 
Frawley. 

Qe 
to Montreal. 


A. 


Qe k 


A. 
Q. 


I don't believe we have a route, M. 


Now, you take zinc fume from Tadanac 
There is no doubt about who takes that. 

What page? 

Page 8. That ia yours, isn't it? 

Yes, that is right. 


So you take zinc fume from Tadanac to 


Montreal for $1.24 a hundred, and it returns you 9/10ths 


of a cent per ton mile? 


A. 


The Crow's Nest rate, if it was extended 


to that distance, would be an awful lot lower. 


(Page 3660 follows) 
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(Frawley ) 


Q. And does that rate of 9/10ths of a 
cent per ton mile warrant you fully distributed costs? 

A. I don't know, sir. 

Qe You can't tell what the relationship 
of revenue to costs is for that rate? 

A. No sir. 

COMMISSIONER MANN: Mr. Frawley, would you 
mind if I asked a question. Where are these shown 
on this sheet? I notice they are dated January 8th, 
1960, and are these at the 17 or the 10 per cent 
level? 

MR. FRAWLEY: Certainly if I knew, sir, 

I would tell you. All I can do is endeavour to 
find out. I am not sure whether they give effect 
to the reduction of points in the rates;I am not 
sure. " 

Q. Now, let me now look at another aspect of 
this situation, and we will keep right on with 
something that was discussed this afternoon by my 
friend Mr. Doherty. 

I would like to show you, Mr. Roberts, a 
statement which egompares the agreed charges to 
Vancouver with the so-called normal rates, or sometimes 
called competitive rates, to Regina and Saskatoon, 
and I really should apologize to the Commission, I 
will order feo tits, two dozen copies or so of this 
statement so that they may be put around, 

Now, that will be Exhibit No. --- 

MR. COOPER: That will be Exhibit No. 89. 


qisdenotteter onfd sai Ered a0 ae pg: 3 wae s 
Seder dant 402 at atzoo of “ouasver 4 

ata ow wy 

OY bisvow Velwant a :VMAM AEMOLLEIMMOD 
swyots 9edd sae orodW snoLvaoup # beotes : i beta 
18 yrennet Betab ons youd eokton I ¢desra aly no | 
thiss req Of edt sto” se edd is eaorld O18 “bas <00RL 

| Lever 


> 
a 


, Ves tails 


~ 
. 
. 


tte ,wood I lt ylmtsdsed :YRIWART Pets ie 
ot svovacbae at ob ago IT-IIA voy [fet bImow I [© 


a te ethane ne, 


doetie evig yed? serverw eure ton as I ‘duo bit? 
Jon ms I yaedex oft at edateg to sottouber edt of | 
) 1 Vaanacter Nadie) re 
to tosaRse tendons ts Nool wor om Jel .wow .2 a 
iviw ao tsigta qeod [itw ew bas ,noltisutite atdd 
Wu it woneeiaitte anus berevoslb saw tadd sniddomoe 
oYtteriod iM brolri 

& ,avredoh .uM .woy wods oc exlIl biuow I 
ov ssyiedo beergs edd sereqmos dotdw Jnometsta 
somitismoe to ,.aedsa [sarmton befieo-o8 edt dziw aevsoona¥ a 
,nootates® bas satgeh ot .seten eviditeqnoo bellso 
I, folentomod edt ot estzologs biyosiea yifser I bre | 
| eldd to o& to eetgos assob ows sentons x9b10 frtw | 
brwors Inq ed yeu eee tadt o8 tnomedste | 

~-- OM dididxa ed [itw ged? .woil 

28 .oM tidiexd od Iftw dadT :AwTOOO AM 


ET the pt -—psetiee—nyoninstmige isrsasionagpisane 


“ ANGUS, STONEHOUSE & CO. LTD. Roberts, cr. ex. 3661 
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---EXHIBIT NO. 89: Statement comparing agreed 
charges on freight rates from 
eastern Canada to Vancouver, 
with rates to Regina and 
Saskatoon on the same commodities, 
as of December 29th, 19594 

MR. FRAWLEY: Q. Now, if you will look at 
that Exhibit 89. Exhibit 89 is a statement comparing 
the agreed charges on freight rates from eastern 
Canada to Vancouver, with rates to Regina and 
Saskatoon on the same commodities, as of December 29th, 
1959. It is the same statement as Exhibit 81 that 
was put in a day or so ago, except that Exhibit 81 
is a statement comparing agreed charges on freight 
rates from dastdin Canada to Vancouver with rates 
to Calgary and Edmonton on the same commodities, and 
it is dated December egth, 1959, and I. want to ) 
discuss Exhibit 81 with you, but, at the moment I just 
want to discuss just one or two things about the 
rate to Regina and Saskatoon. 

Would you look at agreed charge No. 177; 
which is on the second page, and it covers cigarettes, 
cigars and snuff, etcetera, from Hamilton, Montreal, 
Toronto, Quebec City and Granby. Now, if you will 
look at these rates you will find that - just taking 
it from Hamilton, just using the one origin, namely, 
Hamilton, you will find that the rate under that 
agreed antes No. 177 to Vancouver. is $3.65, and on 
the same agreed charge the rate is $4.70. to Calgary. - 
Is that truck competition that makes that revel? 

A. Which column? Calgary? 

Q. You take a few minutes to look at it. 
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If this is Exhibit 89, Calgary and Edmonton isn't 
in’ iG, 1.6 46 just Regina and Saskatoon. Perhaps 

it could be handled in this way; if you had Exhibit 
81 beside you you could look at that, because it 

is the same kind of statement and it will show you 
the rates to Calgary and Edmonton. 

MR. SINCLAIR: Have you a copy of Exhibit 
81? We need quite a few statements up here. 

MR. FRAWLEY: We probably will have more 
before we are finished. 

Q.. If you will look at the second page 
of Exhibit 81 you will find the same agreed charge, 
177, set out with the same five origins in eastern 
_Canada, and you will find Calgary there and you 
will find that Vancouver is $3.65 and you will find 
that Calgary is at $4.70, which is another rate in 
the same agreed charge. 

A. That is right. 

Q. That. notation 14, Mr. Roberts, 
is agreed charge a at os 

A. Yes. 

Q. Are these truck competitive rates? 

A. The Vancouver rate and the Calgary 
rate do represent a combination through the United 
States. 

Q. Of truck competitors? © 

A. No, rail competitors. 

Q. And how does it happen, if they are 
competitive in that way by rail, that Vancouver 
gets $3.65 and Calgary gets $4.70? 
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A. The rate from the United States origin, 
yes; in trucking the combination applies through 
to Vancouver. The United States factor in getting 
to Vancouver applies only to Coutts, Alberta. 

Q. The rate to the west coast in the 
United States, that rate is a low rate? 

A. Well, I don't know what you mean by 
low, Mr. Frawley. | 

Q. It is sufficiently low to let you get 
- to require you to go to Vancouver for $3.65. 
F A. It is something below $3.65. 

Qe And it also applies at Coutts? 

A. That is right. 

Q. The Seattle rate applies at Coutts? 

A. The Spokane rate, anyway. 

Q. And the Seattle rate applies at 
Spokane and the Seattle rate applies at Coutts, 
Alberta? 

A. Well, it could be. 

Q. And Sweetgrass, my friend tells me 
which is just across the street from Coutts. 

MR. SINCLAIR: Across the border. I never 
knew it was a street. 

MR. FRAWLEY: Q. Now, I want to get 
on the haan for the information of the Commissioners 
that the Seattle rate from the same origin in the 
eastern United States, the Seattle rate applies 
at Spokane, and by virtue of there being no "out 
of line" restriction, it also applies at Sweetgrass, 


and that means Coutts. 
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A. In this case, yes. This may be the 
Spokane rate; the Spokane rate would apply also. 

Q. And the Spokane rate would apply as 
the maximum to Vancouver? 

A. No. It would apply as a maximum to 
Vancouver? No. 

Q. To Seattle, I am sorry; substitute 
the word "Seattle" for Vancouver. The Seattle 
rate would apply as a maximum to Spokane. 

A. In some instances. 

Q. On trans-continental traffic? 

A. Yes. 

Q. And that differs materially from the 
Situation in Canada? 

A. We have the necessary authority under 
the Railway Act to meet competition where and as it 
exists in Canada. | 

Q. The answer is that in the United 
States parity with the traffic exisits on trans- 
continental traffic and that doesn't exist in Canada. 
We will hear more about that as we go On, . 

Now, I am putting it to you that Regina 
has a rate of $4.97 from Hamilton on these same 
cigarettes, cigars and snuff as against the Vancouver 
rate of $3.65. 

THE CHAIRMAN: Calgary is $4.70. 

MR, FRAWLEY: Yes, Calgary is $4.70 and 
Saskatoon is $5.27. 

Q. Now, you will find that on Exhibit 
No. 89. 
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ANGUS, STONEHOUSE & CO. LTD. Roberts, cr. ex. 3665 
TORONTO, ONTARIO (Frawley ) 


z. $4.97, yes. 

Q. $4.97 to Regina and $5.27 to Saskatoon? 

A. Yes, from Hamilton. 

Qe You don't think that that is imbalance 
in the Canadian freight rate structure? 

A. It is the rate necessary to move 
traffic. 

Q. I am not suggesting --- 

A. There is justification for those things. 

Q. There may be, but it is an imbalance 
in the freight rate structure. 

A, Well, I can't agree with you, sir. 

Q. You can't agree with it because you 
say that you are forced into these conditions; 
you can't agree it is imbalance. 

As There is justification for it. 

Q. And for the low Crow rates; it is 
a statute of.the Parliament of Canada. 

A. Well, they are under the statutes 
of Canada, that is quite true. 

Q. One is a statutory matter and the 
other deals with economic benefits, bearing in mind - 
to make you-keep these rates down. 

A. There is a difference in the two. 

Q. No difference at the end of the year 
in connection with the lost dollars. 

A. No, so far as Crow's Nest rates are 
concerned. 

Q. Now there is something else which I 


want to put to you. If you look at that agreed charge 
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~ ANGUS, STONEHQUEE © Co: LTD. ba ath a ex, 3666 
; Frawley 


177, I find that it was entered into in 1956 on 
the 26th of July. 

A. That is right. 

Q. And there have been no increases 
in it since then? | 

A. No sir. 

Q. And you have had wage increases and 
material increases, certainly wage increases and 
Some pretty heavy ones since that time? 

A. That is right. 

Q. But you haverttt increased tht epréed — 
charge at all? 

A. We haven't been able to in the face 
of competition. 

Q. This may be just as good a time as 
any to ask you to look two or three more of the 
same kind, and would you look at agreed charge No. 
89; that is an agreed charge on iron or steel 
skelp from --- 

A. What page is it? 

Q. You will find it there in Exhibit 
No... 81. you will, find it at page 5 of Exhibit 381; 
it is an agreed charge of 95 cents from Hamilton 
and Sault Ste. Marie to Port Moody or Vancouver, 
British Columbia, and I find - you have that, have 
you? 

A. Yes. 

Qe And I suggest to you that that 
agreed charge was entered into on the 2ist of 


April, 1955? 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Roberts, CPse CX. 3667 


(Frawley ) 
1 
2 Ae That is right. 
3 Q. And I suggest to you that there has 
4l “been no increase whatever in that 95 cents since 
. that time, 
6 A. No, there hasn't been any change 
y in the competition for which it was put in; it 
was put in to meet foreign competition. 

7 Q. And you have had several increases 
? in the costs, and notably the one that got a 17 
10 per cent general increase in freight rates at the 
11 end of 1958. 
12 . Re Tathdharmight2 
13 Qe And you were not able to put that on 
14 that? 
1s A. No, because of the competition. 

Q. I would ask you to look at the one 
x covering glass, common window glass, it is agreed 
. charge No, 118 - while we are still dealing with 
18 this agreed charge, No. 89, would you mind going 
19 back to page 5, Mr. Roberts. 
20 MR. SINCLAIR: What is the agreed charge 
21 number? 
99 MR. FRAWLEY: That one is No. 89. 
Wy, Q. That is the 95 cent rate to Vancouver 

that I have just asked you about? 

a A, Yes. 
x Q. I am not quarrelling about the 95 
20 cent rate, I am wondering if you have been able 
27 to increase it, and you say no. 
28 Ae No. 
29 


30 
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ANGUS. STONEHOUSE &CO.LTO. RODeErtS, Cr. CX. ay 
TORONTO, ONTARIO (Frawley ) 


Qe The fact is, to Calgary you have a 
rate of $2.20 and to Edmonton a rate of $1.84, 
and in the case of Edmonton the percentage 
relationship is 93.7 per cent greater and your 
rate to Edmonton is 93.7 per cent greater than 
the rate to Vancouver, and now I ask you have you 
been able to increase the Edmonton rate at the 
last go-around? 

hohe May I ask one thing, Mr. Frawley, 
on the rates; Calgary and Edmonton, do they 
reflect the bridge subsidy --- 

@. If the rate clerk is doing his 
work well and you look at the reference, it is 
55, that should tell you. It is CFA 5-J. It is 
less the bridge subsidy. 

A. Yes, less the bridge subsidy. 

Q. Have you been able to increase the 
rate of $1.84 to Edmonton; have you been able to 
increase that rate? 

A. I believe it was increased. 

Q. I don't think there is any doubt you 
increased that rate, so that the situation of this 
imbalanced freight rate structure is that you were 
not able to increase the 95 cent rate to Vancouver 
but you were able to increase the rate to Edmonton, 
so that it now stands or did stand on the 29th 
of December last at $1.84. 

Now, would you pass to the window glass 
which I was about to ask you something about, and 


that is on page --- 
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i ANGUS. STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Roberts > cr. ex. 3669 
(Frawley ) 


hs On the agreed charge 89, Mr. Frawley, 
there is a fixed charge to Edmonton on skelp; to 
Edmonton for manufacture of pipe for re-shipment to 
Vancouver. 

Q. Yes, that is a limited fixed charge, 
and that is with the skelp that they get in from 
Hamilton and make into pipe and sell westward into 
the British Columbia market? 

A. That is right. 

Q. But what they sell in the southern 
part of Alberta or in the oil fields of Alberta, 
there is no fixed charge on that. 

A. The pipe? 

Q@. No, on the skelp coming in, there is 
no fixed charge on the skelp, it doesn't go into 
pipe for the British Columbia market? 

oa That is right. 

Qe That is right? 

A. Yes. 

Q. So that I put my question to you, 
were you able to increase the rates on skelp to 
Edmonton? 

A. On traffic that was ultimately used 
for the manufacture of pipe, for shipment to the 
prairies, that rate on skelp, I think, did go up. 

Q. That went up on the 95 cent rate, but 
the costs didn't go up, and also the rate on skelp 
for manufacture of pipe to be sent on and sold in 
the British Columbia market, it didn't increase, 
either? 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Roberts ts Cre Xe 3670 
(Frawley ) 


A, “It didn't, 

Q. But all the rest of the pipe to be 
made from that skelp, it did take this increase? 

A. Yes, the skelp. 
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“ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO Robert Ss cr-ex 3671 
(Frawley ) ; 


Q. If you look at glass, on page 3; it is 
- agreed charge No. 118, and that was entered into on the 
22nd of November, 1959. 

A. aOD58 

Q. 1955, yes, and it is a rate of $2 from 
Toronto to Vancouver? 

A. Yes, that is correct. 

Q. And it has not taken an increase since 
the date it went into effect in 1955? 

A. No, sir, because of the foreign competi- 
tion. : 

Q. And it did not take an increase, although 
you had increased wage costs, if nothing else. However, 
against that, on the same commodity, if you look at 
page 3 of Exhibit 81, you will find that to Calgary, 
for that window glass,from Toronto you get $2.86 as 
against $2 to Vancouver? 

A. Yes. We have an agreed charge on 
window glass to Calgary and Edmonton. 

Q. Yes, that may be what the notation says. 
That is agreed charge 500. Now that that rate has 
got into an agreed charge, it will not take any of your 
horizontal percentage increases, due to wage costs? 

A. I would not say that. We will endeavour 
to negotiate an increase. 

Q. But you have no assurance you will get one 

A. We have not, but we will endeavour to. 

Q. But before it went into an agreed charge 
-- and that is very recently; agreed charge 500 is dated 
the 20th of October, 1958 -- before that date the rate 
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iy ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO Robert Ss er-ex 3672 
(Frawley ) 


on common window glass took its regular increases going 
to Calgary and Edmonton? 

A. Yes, that is correct. 

Q. But all the time there was a $2 rate 
from 1955 on window glass protected by an agreed charge? 
A, Reflecting foreign competition. 

Q. Exactly, but it didn't take any increases 
at all, notwithstanding increased wage costs? 

A. Not that particular agreed charge. 

Q. And you still think that is not a con- 
tributing factor to the imbalance in the Canadian 
freight rate structure? 

A. I say it reflects the competitive situa- 
tion we have. 

Q. It may do, but I put it to you that the 
Single fact of constantly imposed horizontal percentage 
increases in and of itself has created a distortion in 
the Canadian freight rate structure? 

A. No, sir, I don't hold with the distortion. 

Q. If you have a certain segment of the 
rate structure under agreed charges ---and Exhibit 78 
is here to be carefully examined by everybody; and I 
compliment you for such a thorough job in showing all 
of the agreed charges -- and when you have the situation 
disclosed there and the limited and restricted degree 
of the increases you have been able to put on agreed 
charges,as against all of the horizontal percentage 
increases that you have been able to put on traffic 
ee Eastern and Western Canada consistently since 


1946, I say that fact alone contributes largely to the 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO Robert S, cr-ex 3673 
(Frawley ) 


imbalance. of the Canadian freight rate structure. 

A. Iet us look at it properly and fairly, 
Mr. Frawley. 

Q. Well, I thought I was putting it fairly. 

A. No, sir -- I beg your pardon. 

Q. We must always continue to be polite to 
one another. Maybe the Commissioners do not know it, 
but it has been going on a long time. 

A. You speak of the very few agreed charges 
having been increased: back in 1954 there were only 
54 agreed charges in effect. 

Q. When was it that the agreed charges got 
a real shot in the arm, Mr. Roberts? 

A. 1956. 

Q. In 1956? How about just after the cast 
iron pipe case in 1952-1953? 

A. Well, they moved up in 1955, and the tota 
was 96; and, in 1956, they went to 161. 

Q. After you found out you didn't have to 
apply the one and. onéethird rule to agreed charges, 
then you went really into the business of agreed 
charges on transcontinental traffic? 

A. We started to make agreed charges to 
meet competition as and where it exists. 

Q. But before that you had to make them with 
an ordinary published competitive rate,and you had to 
give intermediate points, like Alberta and Western 
Saskatchewan, a protection of not more than one-third 
over that coast rate? 


A. Under agreed charges we had to show our 
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i 

2 revenue would be improved, as I recall, before 1955. 

3 Q. But that is not what I am talking about. 

4 Iam talking about the fact that if you published an 

5 ordinary open competitive rate from the East to 

6 Vancouver, then you could not charge our receivers in 

y Calgary or Edmonton, or Saskatoon or Regina, more than 
one-third over that coast rate? 

' A, That is corréct. 

: Q. And that only continued up to the time 

10 


you found, through a conflict between the Transportation 
11 Act and the Railway Act, that you didn't have to apply 


12 it to agreed charges? 


13 A. That is right; we don't have to apply. 

14 the one-third to agreed charges. 

be Q. Then, I put it to you that the number 
of open published competitive rates to the west coast 

. went down, and the number of agreed charges to the 

ai west coast went up? 

18 A. We were able to put in rates and make 


19] money. 
20 Q. And then charge the intermediate points 
91 just what the traffic would bear? 


22 A. No, what was necessary to meet competi- 
93 tion and move the traffic. 

Q. No, what the traffic would bear -- just 
me as high up as the traffic would bear? 
« MR, FRAWLEY: Probably that would be a 
26 good place to adjourn. 
27 THE CHAIRMAN: Mr. Frawley, how long will 


28 you be? 
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MR. FRAWLEY: I had hoped, of course, to 
finish tonight, knowing that Mr. Crump has been called 
for ten o'clock tomorrow morning. However, it has 
been impossible. Mr. Blair, of course, is following 
me. 

MR. SINCLAIR: That is all right. Mr , 
Crump will come along and by the time we get through 
with the examination and the re-examination he will 
move right on. 

THE CHAIRMAN: We can fix two ofclock Monday 
for Mr. Orump. 

MR. FRAWLEY: I would think so, I would, 
personally, prefer that, because Mr. Crump is a busy 
man. I would like to discuss this with Mr. Roberts 
as leisurely as I have this afternoon. 

MR. SINCLAIR: That will be fine, Mr. Chairman. 

MR. DICKSON: Mr. Chairman, we have to 
return something we borrowed, and, for the record, I 
would like to say that with reference to the free time 
allowance that came up this morning that under the 
special arrangements of C.T.c. No. 6, an ‘exception to 
the rule for dealing with free time allowance. gives 
twenty-four hours! free time allowed for loading grain 
during the months of September, October and November 
in the part of Canada Port Arthur and west, to which 
Sections 68 and 72 of the Canada Grain Act apply; 
in other words, the line elevator. 

MR. MAURO: That is the question I asked 
this morning, Mr. Chairman. 

THE CHAIRMAN : Mr. MacKimmie, have you any 
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cross-examination of Mr. Roberts? 

MR. MacKIMMIE: In view of the extensive 
cross-~examination that has taken place, I am advised 
that everything we have has been pretty well covered. 

THE CHAIRMAN : Well, we will adjourn until 


ten o'clock on Monday morning. 


~--Adjournment. 
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